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HOW  TO  SUCCEED 

UNDER  PRESSURE 

In  Our  EXCLUSIVE  SURVEY 

Over  500  IT  Chiefs 
Tell  Howto... 


>  Manage  Expectations 

>  Raise  Your  Internal  Profile 

>  Align  Tactics  With  Strategy 

>  Keep  Your  Seat  at  the 
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Find  Out: 

>What  your  CEO  is  thinking 

>  What  he  wants  from  you 

>  How  to  keep  him  happy 


PLUS 
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“ONE  BIG  WIN? 

IT  COULD  MAKE  US. 

IT  COULD  ALSO  RUIN  US.” 


ibm.com/ondemand 


Good  news:  you  see  the  potential  for  a  huge  business  win.  Bad  news: 
you  see  the  potential  for  a  huge  IT  and  process  headache.  How  do 
you  reconcile  the  two?  You  start  thinking  about  flexibility.  You  prepare 
your  company  for  any  eventuality.  And  you  do  it  fast.  “BUT  I  DON’T 

HAVE  A  BILLION  DOLLARS  TO  INVEST  ‘JUST  IN  CASE:” 

We  hear  you.  That’s  why  we  created  the  IBM  Express  Portfolio  of 
offerings:  hardware,  software,  services  and  financing,  conceived  and 
developed  for  mid-sized  companies.  Affordable,  easy  to  install  and 
easy  to  manage,  they  put  flexibility  within  reach.  And  offer  the  end-to- 
end  support  you  expect  from  IBM.  “SOMEBODY  FROM  IBM?  HERE? 
You  might  be  surprised.  We’re  not  all  about  big.  IBM  has  over  95,000 
IBM  Business  Partners.  Industry  specialists.  Many  of  them  small  and 
mid-sized  businesses  themselves.  So  they  understand  your  concerns 
and  they  speak  your  language.  Supported  by  IBM,  they’re  a  source  of 
expertise,  an  extra  pair  of  hands,  partners  that  can  prioritize  your 
needs,  spot  potential  pitfalls  and  help  prepare  for  the  unexpected. 

Tailoring  solutions  to  your  situation  and  your  cash  flow.  Solutions 
like  IBM  eServer™  Express  systems  and  Desktop  Management 
Services,  that  can  deliver  value  fast,  without  requiring  huge  outlays. 

I’M  PRETTY  SURE  I  COULD  MANAGE  THAT” 

Thousands  of  companies  are  already  seeing  the  benefits.  You  can  too. 

Respond  to  business  opportunities.  Answer  customer  demands.  React 
to  market  shifts.  Scale  up  or  down.  Quickly.  Profitably.  It’s  life  as  an 
on  demand  business.  And  it’s  all  good.  Get  ready  at  jbm.com/ondemand 
IBM  EXPRESS  PORTFOLIO  -  BUILT  FOR  MID-SIZED  BUSINESSES. 

Q2|  DEMAND  BUSINESS 


IBM,  eServer,  the  IBM  logo  and  the  On  Demand  logo  are  registered  trademarks  or  trademarks  of  International  Business 
Machines  Corporation  in  the  United  States  and/or  other  countries.  Other  company,  product  and  service  names  may  be 
trademarks  or  service  marks  of  others.  ©2004  IBM  Corporation.  All  rights  reserved. 


Knowing  is  more  than  possessing  knowledge.  It's  about  being  aware,  being  in  control 
and  getting  things  right.  And  in  today's  tightly  regulated,  highly  litigious  environment, 
you  have  to  know  you're  in  complete  compliance  24  hours  a  day,  every  day. 

NetlQ  Security  Management  is  the  only  way  to  assure  compliance,  manage  risk 
and  secure  assets.  Our  knowledge-based  software  solutions  are  intelligent  and 
simple  to  use.  Only  NetlQ,  a  leader  in  systems  and  security  management,  gives  you 
the  assurance  of  knowing  that  your  enterprise  is  secure,  available  and  performing. 

;  Copyr  ght  2004  NetlQ  Corporation  AH  rights  reserved,  NetlQ  and  the  NetlQ  ipgo  are  registe  s  of  the  I  ietlQ  Corpora!  c  1 
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STATE  OF  THE  CIO  2004 

OVERVIEW  I  50 

HOWTOSUCCEED 
UNDER  PRESSURE 

Our  third  annual  survey  of  more  than  500  heads  of  IT  tells  us  what 
successful  CIOs  are  doing  to  meet  a  host  of  new  challenges. ..and 
what  others  are  failing  to  do. 

By  Edward  Prewitt 


Features 
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THE  SURVEY 

It’s  All  About  You  I  57 


Your  business  skills  are  needed  more  than  ever,  the  pressure 
to  cut  costs  is  unrelenting,  and  your  relationships  with  your 
business  peers  could  be  improved.  On  the  plus  side,  you’re 
planning  to  add  staff  and  your  CEO  may  have  more  faith 
in  you — and  in  IT — than  you  think. 

By  Edward  Prewitt,  with  Lorraine  Cosgrove  Ware 


ROLE 

What  Really  Matters:  Staying  in  the  Game  I  68 

In  the  end,  to  whom  the  CIO  reports  matters  less  than  whether 
he  or  she  is  a  member  of  the  executive  team  and  a  valued 
company  player.  By  Stephanie  Overby 

ALIGNMENT 

CIO  and  CEO:  How  to  Work  with  Your  Boss  I  78 

Most  CIOs  think  they’re  strategic,  but  many  CEOs  are  focused 
on  IT’s  supporting  role.  It’s  your  job  to  get  in  tune  with  the 
corporate  vision.  By  Meridith  Levinson 

\ 

I.T.  SPENDING 

Cost-Cutting  Versus  Innovation:  Reconcilable 
Differences  I  88 

The  CEO  is  pushing  you  for  new  systems  that  create  competi¬ 
tive  advantage.  The  CFO  is  pulling  you  to  cut  costs.  How  to 
strike  a  balance  without  being  torn  apart.  By  Ben  Worthen 

BUSINESS  RELATIONSHIPS 

The  No.  1  Challenge:  Managing  Expectations  I  96 

The  biggest  challenge  for  CIOs  is  business  executives’  unrealis¬ 
tic  expectations  of  what  IT  can  do.  Here’s  how  to  lead  business 
to  a  more  realistic  understanding  of  IT’s  role. 

By  Thomas  Wailgum 
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We  get  IT.  We  speak  IT.  We  know  IT. 


It's  time  to  hire  -  but  where  do  you  turn  to  find  the  right  fit?  At  Robert 
Half  Technology,  we  really  understand  IT.  Our  unsurpassed  knowledge  of 
the  technology  marketplace  allows  us  access  to  the  very  best  and 
brightest  in  the  industry.  And  we'll  meet  your  requirements  quickly  and 
cost-effectively.  So  whether  you're  looking  for  someone  to  help  manage 
your  QA  in  application  rollouts,  upgrade  your  operating  system,  or  even 
secure  systems  that  prevent  viruses  -  relax.  Talk  to  us  today.  You'll  get 
the  right  person  for  the  job. 


ROBERT  HALF 

TECHNOLOGY* 


Information  Technology  Professionals 


800.793.5533  •  rht.com 


A  Robert  Half  International  Company 


©  Robert  Half  Technology.  EOE 


KEYNOTE 

Decision  Evolution  I  40 

Automated  systems  are  helping  businesses 
make  decisions  more  productively  and  consis¬ 
tently.  But  they’re  also  making  a  lot  of  entry- 
level  jobs  obsolete.  Executives  had  better  be 
prepared  to  manage  the  transition. 

By  Tom  Davenport 

TOTAL  LEADERSHIP 
Truer  Colors  I  46 

Today’s  IT  workforce  is  mostly  white.  Tomor¬ 
row’s  may  not  be.  Now  is  the  time  to  build  an 
IT  organization  that  welcomes  everyone. 

By  Monte  Ford 

FROM  THE  PUBLISHER 
What’s  Your  Backlog  Index?  I  102 

Sixty-two  percent  of  organizations  are  operat¬ 
ing  under  a  significant  application  backlog. 

Is  yours  one  of  them?  By  Gary  Beach 

Sections 

TRENDLINES  I  26 

Y2K  for  bar  codes;  When  you  know  Wall 
Street  analysts  are  listening;  A  CIO’s  guide  to 
safe  computing;  Auto  parts  on  the  fly;  Why 
you  should  go  back  to  school.  And  more 

OFF  THE  SHELF  I  32 

Q&A  with  Robert  J.  Herbold,  author  of 
The  Fiefdom  Syndrome ;  CIO  Best-Sellers. 

ON  THE  MOVE  I  36 

Barbara  Koster,  Prudential  Financial’s  new 
CIO,  has  a  tough  act  to  follow. 


In  Every  Issue 

FROM  THE  EDITOR 

The  Best  and  Worst  of  Times  I  12 

IT  chiefs  increasingly  are  uneasy  about  the 
nature  of  the  CIO  role.  To  improve  the  state 
of  the  CIO,  first  you  have  to  examine  the 
data.  By  Abbie  Lundberg 

INBOX  I  16 

Reader  feedback 

INDEX  I  114 

EXECUTIVE  SUMMARY  I  118 

Abstracts  of  all  the  feature  stories  found 
in  this  issue. 


HOT  SEAT  I  105 


The  Career  Path  of  the 
Complete  CIO 

ijfj 

The  verdict  is  in:  Business  skills  trump  technology. 

By  Ted  Smalley  Bowen 

MANAGEMENT  REPORTS  I  108 

Who  Really  Runs  IT:  The  many  methods  of  IT  governance. 


LEADERSHIP  AGENDA  I  110 

It’s  Never  Too  Late  for  Time  Management:  You  can’t  be  a  good 
manager  until  you  learn  to  manage  your  own  time. 

By  Susan  H.  Gramm 
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Oracle  Customer  Data  Hub 


All  Your  Customer  Data 


All  your  applications  can  share  high  quality 
consistent  customer  data  in  real  time. 


oracle.com/datahub 
or  call  1.800.633.0940 


Copyright  ©  2004,  Oracle.  All  rights  reserved.  Oracle  is  a  registered  trademark  of  Oracle  Corporation  and/or  its  affiliates. 


DELL  KNEW  HOW. 


PowerEdge™  Servers  with  Intel® Xeon™ Processors  can 
increase  performance  and  help  improve  your  bottom  line. 


Dell,  the  Dell  logo,  and  PowerEdge  are  trademarks  of  Dell  Inc.  Intel,  Intel  logo,  Intel  Inside.  Intel  Inside  logo,  and  Intel  Xeon  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries. 
Oracle  is  a  registered  trademark  of  Oracle  Corporation.  Linux  is  a  registered  trademark  of  Linus  Torvalds.  ©2004  Dell  Inc.  All  rights  reserved. 


When  Monster,  a  leading  global  online  recruitment  site,  needed  to  increase  workload  capacity  without  increasing 
cost,  they  went  with  Dell. 

Dell  replaced  a  proprietary  system  with  a  Linux®/Oracle®  solution  running  on  industry-standard 
PowerEdge™  Servers  and  Intel®  Xeon™  Processors. 

>-  Now,  increased  workload  capacity,  along  with  comprehensive  management  tools,  allow  Monster  to  rapidly  deploy 
new  capabilities.  And  technology  expenses  are  among  the  lowest  in  the  industry,  based  on  percentage  of  revenue. 

Would  you  like  to  increase  workload  capacity  without  increasing  cost? 


Improve  the  performance  and  manageability  of  your  business. 

Download  Dell's  Guidebook  to  the  Datacenter  of  the  Future  at  www.dell.com/monster1 4. 


Today's  way  to  build  a  scalable  enterprise.  Easy  asB^^^BBB* 

Contact  a  Dell  Professional  today.  1-800-576-6153  •  www.dell.com/monster14 
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CAREER  COUNSELOR 

Where  Do  You  Want  to  Go? 


EXCLUSIVE  METRICS 

The  Full  Story 

Our  third  annual  “State  of 
the  CIO”  survey  contains 
valuable  information  you  need 
to  shape  your  job  and  direct 
your  career.  The  complete 
"State  of  the  CIO  2004” 
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survey,  geared  to  both  opera¬ 
tional  and  strategic  IT,  pres¬ 
ents  all  the  numbers,  analyzed 
by  industry.  It  will  be  available 
for  purchase  in  November 
from  www.theciostore.com. 


ON  THE  MONEY 

Talk  the  Talk 

In  this  issue,  Adrian  Danescu, 
executive  vice  president  and 
CIO  at  Merchant  Bank,  says 
there’s  no  better  way  to  get 
your  COO  to  loosen  the  purse 
strings  than  to  prove  you’re 
a  penny-pincher  (see  Cost- 
Cutting  Versus  innovation: 
Reconcilable  Differences, 
Page  88).  “You  have  to  speak 
their  language  to  have  credi¬ 
bility,”  he  says.  If  you  need  to 
brush  up  on  speakingtheir 
language,  check  out  our  latest 
special  issue:  Money.  It’s 
available  online  (free  registra¬ 
tion  required). 


Trying  to  decide  if  it’s  time  to  leave  the  small  pond?  Debating  a 
move  back  to  a  nonprofit?  Worried  that  you  don’t  have  the  degrees 
you  think  you  should?  If  “The  State  of  the  CIO  2004”  issue  has  got 
you  doing  some  serious  thinking  about  your  own  state,  consult  with 
our  online  Career  Counselors.  A  read  through  previ¬ 
ously  posted  questions  and  answers  might 
yield  the  solution  you’ve  been  looking  for. 

If  not,  post  your  own  question  (anony¬ 
mously).  Our  three  career  experts  are 
there  to  help.  Go  to  www.cio.com/ 
executive  and  click  Career  Counselor. 


THE  CIO  +  THE  CEO 

Ever  the  Twain 
Shall  Meet 

Thinkthe  CIO  and  the  CEO 
are  worlds  apart?  Our  survey 
seems  to  indicate  otherwise. 
Read  the  online  exclusive, 

Meeting  of  the  Minds.  Find  it 
in  the  online  version  of  CIO 
and  CEO:  How  to  Work  with 
Your  Boss  (Page  78)  or  at 
www.cio.com/printlinks. 


Kirkpatrick  &  Lockhart  CIO  Steve  Agnoli  (left)  with  CEO  Peter  Kalis 


WEB  EXCLUSIVE 

Introducing:  Blogs  of  Our  Own 

When  we  first  approached  Technology  Editor  Christopher  Lindquist  with  the  idea  of  doing  a  blog,  he 
sensibly  asked:  "Does  the  world  need  another  technology  blog?”  Precisely.  Which  is  why  Lindquist's  blog 
will  bring  you  the  highlights  and  picks  of  the  best  of  the  technology  blogs  that  are  already  out  there.  Tired 
of  trolling  all  those  blogs?  Now  Lindquist  will  be  doing  it  for  you.  Check  out  Tech  LinkLetter,  which  joins 
Web  Editor  Sandy  Kendall’s  blog,  What’s  the  CEO  Reading?  Find  them  on  www.cio.com. 
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The  Business  Objects  logo,  Crystal  Enterprise,  and  Crystal  Reports  an.'  trademarks  or  n'gisten'd  trademarks  of  Business  Objects  SA  All  other  company,  product,  or  brand  nanus  mentioned  herein,  may  be  the  trademarks  of  their  respective  owners.  Copyright  ©  2004  Business  Objects  SA.  All  rights 
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Any  report.  Any  application.  Any  data  source. 

Any  questions? 


Crystal  Reports  from  Business  Objects 


This  report  just  in.  The  latest  version  of  the  de  facto 
standard  in  enterprise  reporting.  Crystal  Version 
10  from  Business  Objects,  is  now  available.  And  it's 
more  powerful  and  more  flexible  than  ever. 

You  can  design  any  report  for  any  user  with 
any  combination  of  tables,  graphics,  text,  and 
interactivity.  Embed  reporting  in  virtually  any 
application.  Integrate  with  Microsoft  Office. 
Develop  in  popular  environments  including  J2EE 
and  .NET.  Mine  data  from  most  any  source. 
And  secure  and  distribute  those  reports  using  the 


most  scalable,  proven  information  infrastructure 
on  the  market. 

Crystal  Version  10  is  a  core  element  of  the 
market-leading  business  intelligence  software 
suite  from  Business  Objects.  The  software  more 
than  24,000  companies  rely  on  to  better  track, 
understand,  and  manage  their  business  to 
maximize  enterprise  performance. 

For  complete  Crystal  Version  10  information,  visit 
www.businessobjects.com/it/p3.  Or  call  1-888- 
866-2366.  We'll  make  everything,  well,  Crystal  clear. 


business  Objects 


The  business  intelligence  standard. 


From  the  Editor 

lundberg@cio.com 


Whether  you’re  looking  to 
run  IT  like  a  business  (go 
to  www.cio.com/ritlab )  or 
want  some  fresh  thinking  in 
making  IT  more  of  a  strategic 
partner  in  your  company 
( www.cio.com/leadership ), 
we’re  here  to  help  you  on 
the  Web. 


For  the  second  year  in  a  row, 
CIO  magazine  has  won  the 
prestigious  Jesse  H.  Neal 
National  Business  Journalism 
Award  for  editorial  excellence. 


The  Best  and  Worst 
of  Times 


RECENTLY,  I  had  the  pleasure  of  spending  time 
with  some  500  CIOs  at  our  annual  CIO  100  Sym¬ 
posium  at  the  Broadmoor  in  Colorado  Springs, 
Colo.  It  was  a  very  upbeat  event,  and  there  was  a 
greater  sense  of  optimism  than  I’ve  felt  for  a  couple 
of  years  now.  But  there  was  also  something  new — 
an  undercurrent  of  unease  about  the  very  nature 
of  the  CIO  role.  Things  are  in  flux  in  the  business 
world,  and  CIOs  are  trying  to  make  sense  of  what 
is  going  on,  and  what  it  means  for  their  futures. 

At  the  same  time,  I’ve  been  immersed  in  the  data 
from  our  third  annual  “State  of  the  CIO”  survey, 
based  on  responses  from  over  500  IT  chiefs.  If  there 
is  any  clear,  consistent  message  that  comes  through, 
both  from  the  survey  data  and  from  the  CIO  100 
attendees,  it’s  that  for  CIOs  right  now,  these  are  the 
best  of  times  and  the  worst  of  times. 

In  many  organizations,  the  CIO  is  more  impor¬ 
tant  than  ever  before.  IT  is  viewed  as  strategic,  and 
expectations  on  the  part  of  the  business  are  high. 
These  CIOs  typically  report  to  the  CEO,  command 
high  salaries  and  are  included  in  the  executive  com¬ 
mittee.  In  these  companies,  CIOs  have  attained  the 
status  they’ve  worked  so  hard  for,  and  now  they 
have  to  live  up  to  it. 

In  other  organizations,  however,  things  have 
been  heading  south.  There’s  a  backlash  against 
failed  efforts,  excess  spending  and  unmet  expec¬ 
tations.  The  disconnect  between  IT  and  the  busi¬ 
ness  is  growing,  and  the  response  all  too  often  is  to 
put  IT  “in  its  place.”  In  these  companies,  the  CIO 


typically  reports  to  the  CFO,  is  paid  less  and  rarely 
sees  the  inside  of  the  executive  boardroom.  IT’s  job 
is  to  be  as  low  cost  as  possible,  damn  competitive 
advantage.  Expectations  couldn’t  be  lower. 

Whichever  situation  you’re  in,  there’s  more  pres¬ 
sure  than  ever  to  run  IT  like  a  business  (see  our  spe¬ 
cial  coverage  on  this  topic  at  www.cio.com/ritlab). 
At  the  enlightened  companies,  doing  so  is  the  price 
of  entry.  At  the  backlash  enterprises,  where  CIOs 
still  exist  in  a  Rodney  Dangerfield  kind  of  “I  get 
no  respect”  mode,  it’s  the  only  way  to  change  the 
perception  and  help  your  company  compete  suc¬ 
cessfully  in  the  information  age. 

These  two  extremes  are  creating  a  sense  of 
unease  in  many  CIOs  about  their  responsibilities, 
their  stature  and  their  futures. 

For  the  third  year  in  a  row,  C/O’ s  leadership 
and  management  editor,  Edward  Prewitt,  worked 
closely  with  Research  Editor  Lorraine  Cosgrove  to 
gather  the  most  comprehensive,  relevant  data  about 
the  CIO  role,  make  sense  of  what  is  going  on  and 
present  that  to  you  in  the  most  useful  way.  We’ve 
added  a  new  feature  this  year — responses  from 
40  CEOs — to  explore  the  connections  and  dis¬ 
connects  between  what  the  boss  wants  and  what 
you  deliver. 

We  will  continue  to  mine  this  data  and  cover 
these  issues  in  depth  in  the  year  ahead.  Our  goal  is 
to  help  improve  the  state  of  the  CIO,  so  that  by 
next  year’s  survey,  we’ll  be  reporting  that  it  is  the 
best  of  times,  period. 
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When  it  comes  to  business  application 
software  many  commitments  aren’t  being 
honored.  Installation  is  often  neither  on 
time,  nor  on  budget  and  much  of  the 
software  goes  underutilized.  The  market  is 
asking  for  something  different.  That’s  why 
Lawson  is  leading  the  way  by  providing 
software  and  services  that  put  time  on 
your  side.  Our  applications  will  do  what 
we  say  they  will.  Our  upgrades  will  mean 
measurable  improvements.  And  our  ability 
to  maximize  your  time  will  help  keep  you 
competitive.  After  all,  seeing  is  believing. 
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Microsoft 

Your  potential.  Our  passion."' 


ows  Server,  Windows  Server  System,  and  "Your  potential, 
red  trademark  of  Karsten  Manufacturing  Corporation. 


NAME 

Mr.  40%  Less 
Time  Spent  on 
Maintenance  and 
Administration 

PING 


"Instead  of  putting  out  fires,  we  now  focus 
on  ways  we  can  deploy  new  technologies 
that  benefit  our  customer  service." 


Dave  Chacon 

Manager,  Technical  Services,  PING 


Make  a  name  for  yourself  with  Windows  Server  System. 

Microsoft  Windows  Server  System  makes  it  easier  for 
golf  club  maker  PING  to  manage  the  infrastructure 
serving  their  400  end  users.  Here's  how:  By  using 
Windows  Server2003  with  Active  Directory,®  PING 
now  centrally  manages  all  its  servers,  desktops, 
and  end  users  from  one  location.  This  cut  annual 
administrative  time  by  800  hours.  Time  that  can  now 
be  spent  developing  new  ways  to  support  customers, 
partners,  and  employees.  Software  that's  easier  to 
manage  is  software  that  helps  you  do  more  with  less. 
Get  the  full  PING  story  at  microsoft.com/wssystem 


Microsoft* 

Windows 
Server  System 


Windows  Server  System™  includes: 

Server  OS 

Windows  Server™ 

Operations  Infrastructure 

Systems  Management  Server 

Operations  Manager 

Internet  Security  &  Acceleration  Server 

Windows®  Storage  Server 

Application  Infrastructure 

SQL  Server™ 

BizTalk®  Server 

Commerce  Server 

Host  Integration  Server 

Information  Work  Infrastructure 

Exchange  Server 

Content  Management  Server 

Office  SharePoint™  Portal  Server 

Office  Live  Communications  Server 

InBox 

Reader  Feedback 


THE  PROBLEM  WITH  CERTIFICATION 

As  someone  who  has  come  up  through  the  ranks  primarily  with  experience  as  opposed 
to  various  certifications,  I  have  a  similar  perspective  to  that  of  Michael  Schrage  on 
credentials  alone  as  a  measure  of  worthiness  (“Hiding  Behind  Certification,”  June 
15).  I  currently  have  the  pleasure  of  working  with  a  collection  of  individuals  who 
are  committed,  personable  and  extremely  effective  at  their  jobs.  But  only  one 
has  an  actual  degree  in  computer  science. 

We  joke  that  he  and  another  teammate  with  a  psychology  degree  are 
raising  the  intellectual  property  value  of  the  IT  department.  Another 
contributor  is  a  former  Microsoft  instructor  and  carries  with  him  the  full 
alphabet  soup  bowl  of  certifications.  Having  been  on  the  other  side 
(the  technical  training  business),  however,  he  is  quite  realistic  about 
people’s  potential  with  or  without  their  master’s  degrees. 

I  hope  you  have  made  a  ripple  in  the  undercurrent  of  traditional  thinking.  My  preference 
is  for  calm,  experienced  professionals  as  opposed  to  cocky,  certification-laden  jerks. 

Bob  Hoagland  •  VP,  IT  •  WD-40  Company  •  hoagland@wd40.com 
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I  believe  credentials,  like  buzzwords,  are 
nasty  byproducts  of  technology’s  weak¬ 
ening  of  our  basic  social  and  business 
skills.  We’ve  created  our  own  little 
Frankenstein.  I  think  the  problem  lies 
more  with  the  fact  that  we’re  so  intently 
busy  trying  to  be  technical  or  to  make 
the  next  whazit-cool-doodad,  that  we’ve 
forgotten  the  most  basic  fundamental 
aspect  of  work:  social  interaction. 

In  our  desire  to  get  from  point  A  to 
Z,  we’ve  forgotten  steps  B  through  Y. 
We’ve  (ab)used  technology  to  go  from 
A  to  Z  by  shortening  it  to  A  to  B. 

How  sad  is  that? 

Alan  Chan 

Shadow  Operations  LLC 
abc@shadowops.com 

As  a  result  of  working  with  many  off¬ 
shore  outsourcers  and  American  clients, 
1  have  been  continually  struck  by  the 
blind  dependence  and  reliance  by 
American  companies  on  certification, 
especially  that  of  CMM.  While  I  have 
tried  to  communicate  this  risk,  gener¬ 


ally  IT  executives  are  not  open  to  hear¬ 
ing  this  news. 

From  my  experience  working  with 
two  Indian  companies  that  had  the 
appropriate  Level  5  certification,  I  can  say 
the  approach  to  certification  makes  the 
difference.  I  believe  the  “right  way”  was 
an  effort  to  more  clearly  define,  commu¬ 
nicate,  execute  and  offer  the  certification 
to  the  general  public:  They  treated  certi¬ 
fication  as  an  ongoing  process;  there  was 
ongoing  education  of  the  folks  in  India 
to  stay  current. 

The  “wrong  way”  was  to  go  through 
hoops  to  get  to  SEI-CMM  Level  5  so 
that  they  could  market  themselves:  The 
process  had  not  been  sufficiently  driven 
down  in  the  organization  in  order  to 
make  sure  everyone  was  tuned  in  to 
what  certification  meant  ongoing. 

The  approach  used  tells  me  a  lot  about 
the  offshore  partner  because,  as  we  all 
know,  after  an  organization  has  achieved 
certification,  there  is  no  way  to  reassess 
the  current  level  of  maturity  for  any 
CMM  Level  5. 


I  fear  the  “bad”  offshore  outsourcing 
experience  will  generate  more  press  than 
the  “good”  experiences. 

Ron  Gauthier 

Great  River  Consulting 
rongauthier@comcast.  net 

A  RESOURCE  ON 
GOVERNANCE 

I  read  with  interest  and  applaud  “Recipe 
for  Good  Governance”  in  the  June  15 
issue.  It  appropriately  points  out  the 
importance  of  IT  governance  (ITG)  and 
the  positive  impact  on  return  on  assets. 
Many  C-suite  executives  are  not  aware  of 
these  benefits,  and  this  MIT  survey  should 
be  used  by  CIOs  to  sell  the  cost  benefit  of 
ITG.  Your  readers  should  be  aware  of  the 
extraordinary  resources  at  IT  Governance 
Institute,  available  at  the  website  ITGI.org. 
Michael  P.  Cangemi,  Editor  in  Chief 
IS  Control  Journal 

PAY  ATTENTION  TO  THE 
ELEPHANT  IN  THE  ROOM 

I  am  thrilled  that  CIOs  are  finally  begin- 
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ning  to  question  the  logic  of  killing  the 
chick  before  it  is  old  enough  to  lay  eggs 
(“My  Lunch  with  the  Elephant,”  June 
15).  If  we  continue  to  send  our  IT  jobs 
offshore,  we  will,  without  a  doubt,  see  a 
drastic  reduction  in  new  IT  talent.  The 
first  question  we  need  to  consider  is, 
Why  was  there  a  massive  influx  of  stu¬ 
dents  in  our  universities  majoring  in 
computer  science  and  IT?  Because  that  is 
where  the  jobs  and  money  were. 

What  happens  when  those  jobs  are 
no  longer  available  because  they  have 
been  sent  overseas?  It  is  shortsighted  to 
go  for  the  quick  return  on  the  low  wages 
available  overseas;  to  do  so  will  result  in 
a  mass  shortage  of  homegrown  talent 
both  at  the  lower  echelons  and  eventu¬ 
ally  at  the  executive  level. 

With  this  mentality,  our  IT  managers, 
directors  and  CIOs  will  soon  be  located 
overseas  along  with  our  help-desk  func¬ 
tions  and  support  staffs. 

Robert  Andrews 

randrews2003@yahoo.com 

My  son  has  grown  up  with  computers, 
taught  himself  C++  in  high  school,  par¬ 
ticipated  in  a  regional  programming  con¬ 


test  and  placed  third,  and  has  taken  two 
Java  courses  in  his  first  year  in  college. 
He  loves  computing  and  the  thrill  of 
accomplishing  something  when  he  com¬ 
pletes  and  tests  a  program  successfully. 


However,  his  degree  will  not  be  in  com¬ 
puter  science  or  computer  engineering. 
For  him,  the  risk  of  offshoring  in  the  IT 
industry  just  looms  too  large.  He  is  pur¬ 
suing  a  degree  in  chemical  engineering, 
where  he  believes  jobs  will  still  exist  that 
require  the  physical  presence  of  a  person 
at  a  job  site  here  in  the  United  States. 

On  the  other  hand,  I  am  an  optimist 
about  where  we  can  find  IT  leadership 
talent.  In  my  organization,  I  am  one  of  a 
handful  of  individuals  with  a  degree  in 
the  computing  field.  Most  of  my  col¬ 
leagues  have  degrees  in  other  fields,  and 
many  have  moved  into  the  IT  field  from 
other  career  areas.  From  this  pool  of  tal¬ 


ent,  I  believe  we  have  sufficient  resources 
from  which  to  select  IT  leaders.  Savvy, 
talented  individuals  don’t  have  to  spend 
a  long  time  in  a  career  field  to  become  a 
leader  in  that  field.  They  have  to  under¬ 


stand  how  the  technology  can  be  applied 
to  make  the  business  operate  better  and 
how  to  find  the  resources — whether  in- 
house,  outsourced  or  offshored — to 
achieve  their  goals. 

Mike  Kaplan 

Westinghouse  Savannah  River  Co. 

michael.  kaplan@srs.gov 

ON  REPORTING  TO  THE  CFO 

There  is  a  good  lesson  in  “It’s  a  Jungle 
Out  There”  (July  1).  If  I  were  mentoring 
Brian  Bertlin,  this  is  what  I  would  tell  him: 

A  CIO  can  only  be  a  chief  if  the  posi¬ 
tion  reports  to  the  CEO  or  president.  The 
CIO  must  be  on  par  with  the  CFO  and 


It  is  shortsighted  to  go  for  the  quick  return  on  the 
low  wages  available  overseas;  to  do  so  will  result 
in  a  mass  shortage  of  homegrown  talent. 

-Robert  Andrews 


YOU’VE  JUST  BEEN 
PROMOTED  TO  CIO. 


YOU  NEED  TO  GET  SMART  FAST 


How  do  you  get  off  to  a  smooth  start?  How  can  you  establish 
credibility  quickly?  And  how  can  you  manage  everyone’s 
expectations?  Turn  to  the  CIO  FOCUS™  on  FUNDAMENTALS 
OF  THE  CIO  ROLE— actionable  information  created,  filtered 
and  packaged  by  the  award-winning  editors  of  CIO  magazine. 

CIO  FOCUS™  is  delivered  right  to  your  desktop  giving  you 
immediate  access  to  the  information  you  need.  And  for  your 
future  reference  needs,  the  electronic  file  is  followed  by  a 
packaged  version,  shipped  within  72  hours. 
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COO  to  do  the  job.  If  the  company  truly 
respects  the  role  of  IT  in  creating  com¬ 
petitive  advantage,  this  is  how  the  CIO 
will  be  positioned  (and  is  in  most  compa¬ 
nies  today).  The  moment  you  were  pro¬ 


technology,  even  in  these  times.  Ner¬ 
vousness  equates  with  distrust  of  all 
those  involved  in  IT.  Frankly,  your 
description  indicates  that  you  failed  mis¬ 
erably  in  selling  the  value  of  IT — and 


The  CIO  is  faced  with  the  task  of  working  with 
other  executives  who  are  frequently  unfamiliar 
with  and  nervous  about  information  technology. 


-Paul  Tiffany 


moted  to  CIO  was  the  appropriate  time 
to  put  your  foot  down  and  demand  the 
responsibility  and  authority  to  function 
properly.  You  never  garnered  the  level  of 
respect  you  needed  to  accomplish  the 
goals  of  the  job.  Everything  you’ve  been 
faced  with  since  then  is  a  consequence  of 
being  set  up  for  a  fall  from  the  beginning 
of  assuming  the  top  IT  job. 

Any  executive  has  the  ongoing  task 
to  “teach”  other  execs  about  their  own 
role  and  to  meld  with  the  decision-mak¬ 
ing  process.  The  CIO  is  faced  with  the 
extra  task  of  working  with  other  exec¬ 
utives  who  are  frequently  unfamiliar 
with  and  nervous  about  information 


the  people  who  manage  it — to  the  deci¬ 
sion  makers.  Obviously,  based  on  the 
numerous  examples  you  provide,  the 
executives  and  managers  did  not  seek 
your  input  all  along. 

I’m  sure  I  will  get  a  lot  of  flack  from 
CIOs  who  still  report  to  CFOs,  but  my 
advice  is  to  get  cracking  on  what  is 
needed  to  upgrade  to  a  real  CIO. 

Paul  Tiffany,  CEO 
HelpTeam  PR 
paultiffany@helpteam.net 

THE  IMPORTANCE  OF 
BEING  CLEAN 

I  enjoyed  reading  the  article  on  clean  and 


dirty  data  (“Operation  Clean  Data,”  July 
1).  As  a  data  producer  and  user  for  over 
25  years,  I  can  attest  to  both  the  impor¬ 
tance  and  difficulty  of  maintaining 
clean  databases. 

However,  I  did  want  to  point  out  that, 
while  the  Census  Bureau  in  general  does 
a  very  good  job  producing  clean  data¬ 
bases,  this  is  not  always  the  case.  The 
particular  example  I  have  in  mind  is  the 
Consumer  Expenditure  Survey  (CEX) 
that  is  produced  by  the  Census  for  the 
Bureau  of  Labor  Statistics  (BLS). 

Due  to  incomplete  “editing,”  it  is  vir¬ 
tually  impossible  to  balance  consump¬ 
tion,  income,  debt  and  savings  data  in 
the  CEX — especially  on  an  income-class 
basis.  For  example,  according  to  the 
BLS,  average  annual  income  for  the 
lowest  quintile  is  $8,316,  but  their  aver¬ 
age  expenditures  are  more  than  225  per¬ 
cent  higher  at  $19,061.  (See  Consumer 
Expenditures  in  2002,  www.bls.gov/cex/ 
csxann02.pdf.) 

While  it  is  theoretically  possible  for 
this  result  to  be  caused  by  spending 
down  assets  or  assuming  additional 
debt,  it  is  impossible  to  accurately  inter¬ 
pret  these  findings  using  the  CEX.  This 


Your  data  sleeps 
well  at  night. 


On  Monday,  January  12,  security  thought  leaders  convened  in  Washington  D.C.  to  discuss 
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BALANCING  HOMELAND  SECURITY  WITH  CORPORATE  PROSPERITY 


Richard  Falkenrath,  Homeland  Security,  The  White  House 


Admiral  Thomas  Collins,  Commandant,  U.S.  Coast  Guard 


Moderator  Arthur  R.  Miller  engages  high-level  business  and  government  leaders  in  a  lively  debate. 
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is  because  the  edits  discussed  in  the  arti¬ 
cle  are  not  applied  to  all  the  records.  In 
fact,  debt  and  asset  data  are  missing  for 
over  75  percent  of  all  respondents  that 
report  income. 

A  colleague  and  I  had  an  occasion  to 
write  about  these  and  other  problems 
with  the  CEX  in  response  to  a  recent 
Federal  Register  notice.  Despite  evidence 
pointing  to  “dirty”  data,  we  found  that 
researchers  inside  and  outside  the  gov¬ 
ernment  use  the  CEX  for  many  impor¬ 
tant  purposes.  Hopefully,  the  upcoming 
review  of  the  CEX  by  government  offi¬ 
cials  will  lead  to  quality  improvements  in 
this  critical  survey. 

Ralph  Rector,  PhD 

Project  Manager  and  Research  Fellow 
Center  for  Data  Analysis 
The  Heritage  Foundation 
ralph.rector@heritage.org 

START  SETTING  THE 
RULES  WITHIN  I.T. 

I  take  issue  with  Michael  Schrage’s  July 
15  column,  “Meet  Your  New  Boss,” 
regarding  the  CIO-CFO  relationship. 

One  of  the  Holy  Grails  should  be  that 
a  CIO  report  to  the  CEO.  Once  IT  is 


relegated  to  reporting  to  the  CFO,  the 
department  will  invariably  be  assigned 
to  reducing  costs.  That  is  the  role  of  most 
CFOs;  that  is  also  the  death  sentence  of 
any  progressive  CIO. 

IT  must  have  the  freedom  to  be  used  in 
risk-taking  ways  to  push  the  company 
forward.  IT  must  be  aligned  with  the 
company’s  strategy  and  not  debilitated  by 
the  cost-cutting  paranoia  of  most  CFOs. 
In  my  opinion,  IT  must  report  directly  to 
the  CEO  (or  perhaps  the  COO)  in  order 
to  stay  independent  from  any  parochial 
interest.  It  is  the  same  argument  for  the 
CFO  reporting  directly  to  the  CEO.  It 
shouldn’t  be  an  option. 

It’s  time  to  start  setting  some  rules 
within  companies  on  how  to  manage  IT. 

Paul  M.  Ingevaldson 
Senior  VP,  International  and  Technology 
Ace  Hardware  Corp. 
inge@acehardware.com 


What  Do  You  Think? 


Send  your  thoughts  and  feedback  to 
letters@cio.com.  Letters  may  be  edited  for 
length  or  clarity.  For  a  link  to  the  articles 
mentioned,  go  to  www.cio.com/printlinks. 

cio.com 


HOW  MANY  ELECTRICIANS 
DOES  IT  TAKE  TO  STAFF 
HOME  DEPOT? 

In  Meridith  Levinson’s  Aug.  1  article, 
“Home  Improvement,”  Home  Depot 
CIO  Bob  DeRodes  says,  “If  we  hired 
every  electrician  in  the  United  States,  we 
wouldn’t  have  enough  people  to  staff 
our  electrical  departments.” 

While  there  is  no  denying  that  Home 
Depot  is  a  successful  retailer  with  an 
aggressive  expansion  plan,  I’m  afraid 
those  numbers  don’t  add  up. 

According  to  the  U.S.  Department  of 
Labor’s  Bureau  of  Labor  Statistics,  elec¬ 
tricians  held  about  659,000  jobs  in  2002. 
Assuming  that  hasn’t  changed  much,  that 
leaves  more  than  400  electricians  for 
each  of  Home  Depot’s  1,635  stores. 

I  certainly  don’t  recall  seeing  400 
employees  running  around  the  electrical 
department  the  last  time  I  shopped  there. 

Michael  Harrigan 
Ikea  NA  Services 
Information  Technology 
michael.harrigan@namerica.ikea.com 

Editor’s  Note:  Bob  DeRodes  was  referring 
to  the  number  of  certified  electricians. 
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ANOTHER  EXPERT  WEIGHS  IN  ON  THE 
TCO  OF  WINDOWS  AND  LINUX. 


Microsoft 


"We  got  to  market  six  months  faster,  and 
saw  14  percent  in  cost  savings  over  Linux, 
using  Windows  Server  System .™" 


—  Owen  Flynn,  Chief  Technology  Officer 

Equifax  Inc. 


Equifax,  a  leading  provider  of  consumer  and  commercial  credit  information,  chose 
Windows  Server  System  because  it  allowed  them  to  deliver  new  and  improved  services 
with  a  14  percent  savings  in  total  cost  of  ownership.  With  their  new  Windows®-based 
supercomputer  cluster,  Equifax  is  able  to  manage  its  database  of  over  six  billion  data 
components  with  dramatic  increases  in  performance  and  efficiency.  To  get  the  full  case 
study,  other  case  studies,  or  third-party  findings,  visit  microsoft.com/getthefacts 


Windows 
Server  System 


©  2004  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  Windows,  the  Windows  Logo,  and  Windows  Server  System  are  either  registered  trademarks  or  trademarks  of 
Microsoft  Corporation  in  the  United  States  and/or  other  countries.  The  names  of  actual  companies  and  products  mentioned  herein  may  be  trademarks  of  their  respective  owners. 
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R  ETA I L  S  YST E  M  S 

Y2K  For  Bar  Codes 

Retailers  in  North  America  now  have  just  three  months  left  to  comply  with  the 
Jan.  1, 2005,  date  for  ensuring  that  their  point  of  sale  (POS)  systems  can  process  13-digit  bar 
codes  in  addition  to  the  12-digit  bar  codes  common  in  the  United  States  and  Canada.  On 
that  date,  the  Uniform  Code  Council  (UCC),  the  standards  body  responsible  for  doling  out 
bar  codes,  will  begin  giving  out  numerical  prefixes  to  new  companies  outside  the  United 
States  and  Canada,  creating  13-digit  bar  codes.  The  new  requests,  the  UCC  predicts,  will 
create  a  proliferation  of  13-digit  bar  codes. 

The  Jan.  1  time  frame,  known  inside  the  retail  industry  as  2005  Sunrise,  is  intended  to 
prevent  and  eventually  put  the  kibosh  on  supply  chain  inefficiencies  that  result  from  having 
two  bar  code  standards— the  12-digit  universal  product  code  (UPC)  used  in  North  America 
and  the  13-digit  European  article  number  (EAN-13)  prevalent  in  the  rest  of  the  world— accord¬ 
ing  to  Al  Garton,  the  UCC’s  director  of  channel  management  for  general  merchandise. 
Because  many  North  American  retailers’  systems  haven’t  been  built  to  hold  13  digits  for  a 
bar  code  number,  they’ve  had  to  require  their  non-North  American  manufacturers  to 
relabel  products  with  UPCs,  which  takes  time  and  costs  money— a  cost  that  the  retailer  or 
manufacturer  passes  on  to  consumers. 

Retailers  that  are  compliant  with  2005  Sunrise  will  have  a  competitive  advantage  over 
those  that  aren’t  because  they’ll  receive  products  faster  than  retailers  who  require  their 
suppliers  to  relabel  products  with  12-digit  bar  codes.  And  if  that  product  happens  to  be  the 
trend  of  the  season,  and  you  have  it  on  your  shelves  before  your  competitor,  customers  will 
come  to  your  store  to  get  it.  _ Continued  on  Page  28 


When  You  Know  Wall  Street  Analysts  Are  Listening 


Verizon  CIO  Shaygan  Kheradpir  is  a  vet¬ 
eran  when  it  comes  to  talking  to  financial 
analysts  and  investors.  His  approach 
emphasizes  a  constant,  two-way  give  and 
take  with  the  financial  community.  (To  read 
more  about  his  experiences,  see  “Talking 
to  Wall  Street,”  in  C/O’s  special  Money 
Issue  at  www.cio.com/money.)  Sometimes, 
though,  the  question  of  whether  he  connects 
with  Wall  Street  analysts  has  a  simple  answer: 
It’s  about  BlackBerrys. 


Analysts  gathered  to  listen  to  a  presenta¬ 
tion  reach  for  their  BlackBerry  pagers  when 
they  want  to  share  a  tidbit  of  information 
with  their  colleagues,  Kheradpir  says.  He 
saw  this  happen  last  winter,  when  he  pre¬ 
sented  information  about  Verizon’s  IT  plans 
at  an  industry  conference. 

That  time,  the  information  was  decent.  But 
Wayne  K.  Homren,  a  research  analyst  with 
Parker/Hunter  in  Pittsburgh,  says  that  ana¬ 
lysts  with  handhelds  drawn  at  an  executive’s 


presentation  don’t  automatically  signify 
they’re  sending  a  “buy”  recommendation 
back  to  the  office. 

“All  it  means  is  there’s 
some  news  that  will  affect 
the  stock  and  they  want  to 
get  a  note  out  to  investors. 

They  could  be  telling  the 
folks  back  home,  ‘Sell  this 
dog  before  it’s  too  late.’” 

-Meridith  Levinson 
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Bar  Code  Y2K 

Continued  from  Page  26 

“Every  day  you  don’t  have 
that  [item]  on  shelves,  you’re 
losing  sales,  margin  and  poten¬ 
tially  customers,"  says  David 
Hogan,  senior  vice  president 
and  CIO  of  the  National  Retail 
Federation  (NRF),  a  retail  trade 
association  based  in  Washing¬ 
ton,  D.C.  Hogan  should  know: 
From  1999  to  2003  he  was  the 
CIO  of  Duty  Free  Americas,  which 
runs  airport  duty-free  shops. 

“If  you  don't  have  that  smooth 
flow  of  inventory,”  he  says,  “the 
customer  might  come  back  once, 
might  come  back  twice,  but  not 
a  third  time  if  they  can’t  find  a 
particular  product  they're  looking 


for.”  To  compensate  for  the  supply 
chain  lag  time  that  results  from 
having  to  relabel  merchandise, 
retailers  have  to  buy  more  inven¬ 
tory  and  carry  more  of  it  in  stores 
and  warehouses,  which  locks  up 
cash  as  well,  he  adds. 

If  retailers  don’t  change  their 
systems,  they  also  won’t  be  able 
to  scan  13-digit  bar  codes.  When 
they  try,  the  terminal  or  scanner 
may  read,  “Invalid  SKU,"  or 
something  to  that  effect,  says 
Hogan.  At  cash  registers  and 
receiving  docks,  workers  will 
have  to  manually  key  in  bar 
codes  and  look  up  prices.  For 
retailers,  doing  anything  manu¬ 
ally  creates  the  potential  for 
entering  bad  data,  the  bane  of 
any  information  system. 


ndlines 


While  complying  with  2005 
Sunrise  has  its  benefits  in  supply 
chain  efficiencies,  it  also  has  its 
drawbacks.  Retailers  have  to 
change  every  single  application 
that  holds  or  processes  bar 
code  information  to  accommo¬ 
date  13  digits.  They  need  to 
expand  all  electronic  forms  that 
contain  fields  for  bar  codes, 
such  as  purchase  orders, 
advanced  ship  notices  and 
invoices.  They  need  to  modify 
price  lookup  files  and  all  the 
applications  that  access  those 
files.  “It's  quite  a  significant 
number  of  changes,”  says 
George  Lawrie,  a  senior  analyst 
with  Forrester  Research,  which 
is  why  the  UCC  unveiled  2005 
Sunrise  to  retailers  in  May  1997. 


Hogan  says  the  NRF’s  members 
aren’t  sweating  2005  Sunrise.  "For 
most,  2005  Sunrise  is  a  nonis¬ 
sue  because  their  systems  were 
pretty  much  designed  to  be  able 
to  read  both  the  EAN  and  the 
UPC.”  When  the  NRF  polled  its 
2000  members  two  years  ago, 
over  80  percent  of  them  were 
compliant, 
says  Hogan. 

But  for  those 
companies 
that  aren’t, 
the  new  13- 
number  bar 
code  may 
prove  to  be 
unlucky. 

-Meridith 
Levinson 


I.T.  SECURITY 


As  networks  proliferate,  connecting  compa¬ 
nies  with  customers  and  suppliers,  IT  security  becomes 
an  ever  more  complex  web  to  manage.  Lynne  Ellyn, 
senior  vice  president  and  CIO  of  DTE  Energy,  also 
happens  to  be  a  member  of  Cutter  Consortium's 
Business  Technology  Trends  Council,  a  group  of  IT 
consultants  and  practitioners  that  keeps  an  eye  on  the 
latest  IT  developments  and  practices.  Relying  on  her 
own  perspective  and  concerns  about  managing  IT  at 
a  large  organization,  Ellyn  recently  coauthored  a 
report  that  outlines  the  best  strategies  for  responsible 


computing,  a  concept  that  takes  into  account  the 
potential  harm  corporate  computing  can  inflict  on 
other  organizations  and  individuals.  Given  the  possi¬ 
bility  of  infecting  suppliers  with  viruses  or  exposing 
customers  to  hackers,  Ellyn  believes  that  companies 
should  strive  for  a  holistic  approach  to  achieving 
security.  The  top  15  strategies  for  computing  respon¬ 
sibly  are  highlighted  in  the  report  and  are  practices 
IT  departments  of  any  size  should  implement  if  they 
haven’t  already  done  so. 

-Megan  Santosus 


O  Establish  strong  identity  man¬ 
agement  for  network  access, 
ideally  including  passwords, 
smart  cards  and  biometrics. 

0  Strictly  control  password 
management  and  administra¬ 
tion;  avoid  outsourcing 
this  at  all  costs. 

0  Aggressively  manage  security 
patching  in  a  manner  that  allows 
desktop  patching  in  two  days 
or  less, 


O  Divide  networks  into  smaller 
subnets  with  firewalls  among 
them;  carefully  control  traffic 
through  firewalls. 

0  Firewalls  are  necessary, 
but  don’t  rely  on  them  as  a 
primary  source  of  protection. 

0  Manage  outbound  traffic 
with  the  same  vigilance 
as  inbound  traffic. 

0  Regularly  conduct  network 
vulnerability  assessments 
with  your  security  vendors. 


0  Eliminate  modems. 

O  Secure  all  wireless  networks. 

©  Deploy  intrusion  protection 
devices  and  methods. 

0  Deploy  thin-client  devices 
wherever  possible  because 
they  are  not  vulnerable  to 
viruses. 

0  Carefully  manage  all  interfaces 
between  your  company  and  others. 
Specify  mutual  security  practices 
in  contracts,  and  do  not  allow 


connections  to  companies  with 
insufficient  security  practices. 

©  Inspect  the  software  development 
practices  of  vendors  to  determine 
their  ability  to  control  the  insertion 
of  back  doors,  and  require  disclosure 
of  all  known  back  doors. 

©  Develop  a  comprehensive  and 
enforceable  computing  policy  and 
be  sure  employees  understand  it. 

©  Review  security  scenarios 
regularly  and  create  an 
emergency  response  plan. 
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PREEMPTIVE  SECURITY  IS  HERE: 

WOULDN’T  YOU  PREFER 


THAT  KEEPS  YOU  OUT  OF  THE  EMERGENCY  ROOM ? 


YOUR  BUSINESS  AHEAD  OF  THE  THREAT 
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When  business  losses  are  measured  in 


seconds,  preemption  beats  “reaction”  every  time. 


The  only  effective  security  is  preemption.  This  preemptive  power  is  only  available  with  the  Proventia™  Security  Platform  from  Internet  Security  Systems.  When 
security  flaws  are  discovered  in  your  network  and  IT  assets,  Internet  Security  Systems'  world-renowned  research  team  updates  Proventia  to  immediately  shield 
you  before  attacks  are  released.  Proventia  keeps  you  off  the  path  to  disaster  by  preemptively  securing  your  entire  IT  infrastructure  with  a  unified  family  of  intrusion 
prevention  and  vulnerability  management  products.  In  fact,  when  we  manage  Proventiafor  you,  we'll  even  guarantee  protection.  Need  proof?  Get  your  free 
whitepaper,  Preemptive  Protection:  Setting  a  New  Standard  in  Security,  at  www.iss.net/proof/CIO  or  call  800-776-2362. 


©INTERNET  SECURITY  SYSTEMS® 

Ahead  of  the  threat. 
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CIO  CONFIDENCE 

Things  Are  Looking  Up 

In  August,  Forrester  Research  surveyed  195  CIOs  at  North 
American  companies  to  gauge  their  confidence  in  terms  of  their 
industries,  companies  and  IT  spending.  While  on  the  surface  the 
numbers  don’t  appear  stellar,  Forrester’s  third  quarterly  install¬ 
ment  of  its  “CIO  Confidence  Poll”  does  represent  improvement 
from  previous  quarterly  polls.  Among  the  findings: 


■  15  percent  said  their  current  business  climate  is  very 
strong;  that’s  up  from  5  percent  who  said  the  same  in  the 
second  quarter. 

■  39  percent  are  spending  at  a  pace  above  their  annual 
IT  budgets,  compared  to  34  percent  who  were  doing  so 
in  the  second  quarter. 

■  75  percent  of  CIOs  at  larger  companies  (more  than  5,000 
employees)  expected  a  brighter  future;  63  percent  expressed 
similar  optimism  in  the  second  quarter. 


WIRELESS  TECHNOLOGY 

Auto  Parts  on  the  Fly 


Auto  parts  manufacturers 
often  rely  on  wireless  technol¬ 
ogy  to  track  inventories.  But  in 
the  assembly  lines  that  use  those 
auto  parts,  wireless  technology 
is  a  rare  find.  “That’s  pretty  much 
virgin  territory,"  says  Bruce 
Hudson,  an  analyst  at  Meta  Group 
who  used  to  manage  procure¬ 
ment  engineering  for  one  of 
BMW’s  U.S.  operations.  Yet, 
that  dearth  of  wireless  technol¬ 
ogy  is  starting  to  change,  he  says. 
Case  in  point:  AM  General  uses 
wireless  technology  on  the  assem¬ 
bly  line  to  produce  General 
Motors'  Hummer  H2  vehicles 
in  Mishawaka,  Ind.  And  Ford 
Motors  is  using  wireless  technology 
in  dozens  of  its  manufacturing 
sites  worldwide. 


accommodate  the  H2,  AM 
General  had  to  build  a  new  plant 
in  a  smaller-than-usual  space, 
thereby  minimizing  onsite 
storage  for  parts,  and  relying 
instead  on  just-in-time  delivery. 

But  having  parts  offsite 
means  there’s  a  greater  chance 
that  replacement  parts  might 
arrive  late.  Avoiding  that  delay 
requires  faster  identification  and 
notification  of  low  inventories. 
And  that's  where  wireless  comes 
in.  Normally,  line  workers  place 
paper  cards,  called  Kanbans, 
in  baskets  that  are  collected 
periodically.  These  cards  are 
essentially  bar  codes  that  are 
scanned  to  trigger  a  request  to 
the  parts  maker  for  a  new  deliv¬ 
ery.  But  they  can  easily  get  lost 


AM  General’s  wireless  system 
paid  for  itself  in  nine  months. 


What  sets  AM  General  apart 
is  that  wireless  technology  was 
essential  to  getting  its  Mishawaka 
plant  built  in  the  first  place. 
Mishawaka  is  fairly  far  away 
from  GM  parts  makers,  and 
its  plant  sites  are  smaller 
than  those  required  by  most 
modern  automotive  plants, 
since  Mishawaka’s  facilities 
were  originally  built  in  an  era 
of  smaller,  urban  factories.  To 


or  delayed,  notes  Tim  Kurtz, 
the  plant’s  manufacturing  systems 
coordinator.  So  AM  General 
deployed  a  WhereNet  802.11b 
wireless  LAN  that  includes  pendant¬ 
shaped  devices— each  coded  for 
a  specific  part— at  each  assembly 
station.  Workers  press  a  button 
on  the  appropriate  pendant  when 
parts  are  low,  sending  a  wireless 
parts-replenishment  request.  This 
saved  AM  General  the  expense 


of  installing  cable  at  each 
worker  location  and  also  makes 
it  easier  to  adjust  the  assembly 
line  for  vehicle  changes.  For 
example,  when  AM  General 
began  manufacturing  the  new 
H2  sport  utility  truck  this  sum¬ 
mer,  the  company  was  able  to 
reprogram  existing  pendants  and 
add  140  new  pendants  over  a 
weekend,  versus  the  usual  several 
weeks.  Plus  the  batteries  last  at 
least  five  years,  so  maintenance 
is  minimal.  "Wired  systems  are 
very  expensive  and  hard  to 
maintain,  and  costly  to  change," 
Kurtz  says,  adding  that  the 
system  paid  for  itself  in  about 
nine  months. 

Other  manufacturers  aren't 
likely  to  deploy  wireless  systems 
on  their  own  assembly  lines. 
Thilo  Koslowski,  a  lead  automo¬ 


tive  analyst  for  Gartner,  sees 
wireless  as  more  appropriate 
for  new  factories  that  integrate 
wireless  real-time  assembly¬ 
line  and  inventory  data  with 
forecasting  and  flexible- 
manufacturing  systems, 
providing  more  bang  for  the 
buck  than  a  retrofit  would. 

AM  General’s  deployment 
appears  to  be  just  such  a 
scenario.  -Galen  Gruman 


GM’s  H2  vehicles  (top)  are  assembled  at  AM  General's  plant  (middle)  in 
Mishawaka,  Ind.,  using  WhereN^t's  wireless  LAN  (bottom). 
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IMAGINE  YOUR  APPLICATIONS  PERfORMINGASANENSEMBli 


THE  FASTEST  WAY  TO  MAKE  YOUR 
APPLICATIONS  PERFORM  TOGETHER 


Imagine  your  applications  -  both  legacy  and 
new  -  performing  together  as  an  ensemble. 

That  vision  can  become  a  reality  surprisingly 
quickly  with  Ensemble,  the  Universal  Integration 
Platform  with  all  the  functionality  you  need  to 
rapidly  complete  any  type  of  integration  project  on 
deadline  and  on  budget.  Even  complex  projects 
you  may  have  struggled  with  in  the  past. 

With  its  unique  fusion  of  powerful  technologies 
for  application  integration,  development,  deploy¬ 
ment,  and  management,  Ensemble  enables 
extremely  fast  integration  and  rapid  development 
of  “composite  applications”  -  new  business 
solutions  that  integrate  data,  orchestrate  business 


processes,  and  enhance  the  value  of  legacy  applica¬ 
tions.  You’ll  see  real-world  evidence  of  this  in  the 
customer  testimonial  section  of  our  web  site. 

Ensemble  is  exciting  new  software  from 
InterSystems.  Over  the  past  twenty-six  years  our 
high  performance  products  have  been  deployed 
in  more  than  100,000  mission-critical  systems 
around  the  world. 

We’re  so  confident  that  Ensemble  is 
dramatically  faster  than  any  other  integration 
technology,  we’ll  be  happy  to  begin  our  partner¬ 
ship  with  you  by  conducting  a  pilot  project. 

To  pursue  this,  contact  us  at: 
www.InterSystems.com/Jazz 


InterSystems 

ENSEMBLE 


Integrate  Applications  Faster 


To  learn  how  enterprises  like  yours  are  using  Ensemble,  or  if  you  are  a  System  Integrator  in  need  of  a 
rapid  integration  platform,  come  to:  www.InterSystems.com/Tazz 
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Author  Spotlight 


After  a  corporate  career  at 

Procter  &  Gamble  and  Microsoft 
that  spanned  nearly  35  years, 

Robert  J.  Herbold  knows  a  thing  or 
two  about  how  organizations— and 
the  people  in  them— operate.  Now  a 
consultant,  Herbold,  who  was  the 
senior  vice  president  of  advertising 
and  IS  at  P&G,  as  well  as  holding 
other  positions  there  in  marketing 
and  brand  management,  has  written 
a  book  (it  takes  its  title  from  the 
word  fief,  meaning  something  over 
which  one  has  rights  or  exercises 
control)  about  the  turf  wars  he  says 
are  unavoidable  in  companies  large 
and  small.  The  Fiefdom  Syndrome, 
he  writes,  is  an  accumulation  of  his 
experiences  at  P&G  and  Microsoft, 
which  he  joined  in  1994  as  COO.  In 
his  book,  Herbold  shows  why  battles 
over  turf  pose  threats  to  corporate 
efficiencies  and  effectiveness,  why 
CIOs  are  often  the  most  affected  by 
employees'  tendencies  to  protect 
their  turf,  and  what  CIOs  need  to  do 
to  minimize  the  corrosive  effects  of 
fiefdoms— both  within  their  own  IT 
departments  and  throughout  the 
organization  as  a  whole.  Herbold 
spoke  recently  with  CIO  magazine 
Senior  Editor  Megan  Santosus. 


drome,  by  Robert  J.  Herbold 


CIO:  You  believe  that  creating  fief¬ 
doms  is  inherently  human  behav¬ 
ior.  How  then  can  organizations 
prevent  them  from  taking  hold? 
Robert  J.  Herbold:  Employees 
try  to  maintain  their  independ¬ 
ence  as  a  means  of  staying  in 
control.  They  attempt  to  protect 
their  own  resources,  whether 
those  are  personnel,  systems 
or  data  centers.  To  mitigate  the 
effects  of  fiefdoms,  organizations 
need  to  establish  and  enforce 
universal  standards,  policies 
and  practices. 

How  does  the  tendency  to  create 
fiefdoms  affect  the  CIO? 

The  syndrome  affects  CIOs  very 
directly.  Because  it  gives  them  a 
feeling  of  power  and  relevance, 
people  tend  to  hold  on  to  infor¬ 
mation.  Just  look  at  what’s  cur¬ 
rently  going  on  in  the  U.S. 
intelligence  community.  As 
another  example,  some  Microsoft 


operating  units  abroad  put  in 
their  own  financial  systems  and 
data  centers,  and  the  resulting 
fragmentation  created  higher 
costs  and  inefficiencies. 

What  does  a  CIO  need  to  do  in 
order  to  prevent  fiefdoms  from 
taking  over  an  organization? 

CIOs  need  a  thorough  knowl¬ 
edge  of  how  their  companies 
operate  as  a  whole  and  how 
information  flows  in  them.  That 
knowledge  enables  CIOs  to  spot 
the  places  where  information  is 
being  hoarded.  CIOs  need  to 
garner  support  from  the  top 
for  implementing  standards, 
and  they  must  be  able  to  com¬ 
municate  a  unified  vision  of  the 
organization.  CIOs  also  need 
to  avoid  the  atrophy  of  skills 
among  their  own  IT  employees. 
People  with  legacy  skills  often 
try  to  protect  legacy  systems  as 
a  way  to  protect  their  own  jobs. 


Fiefdoms:  Cause  and  Effect 

The  fiefdom  syndrome  stems  from  the  inclination  of  managers 
and  employees  to  become  fixated  on  their  own  activities,  their  own  careers, 
their  own  territory  or  turf  to  the  detriment  of  those  around  them. 

People  who  create  fiefdoms  can  become  dangerously  insular,  losing 
perspective  on  what  is  happening  in  the  world  outside  their  own  control. 
They  also  lose  their  ability  to  act  consistently  on  behalf  of  the  greater  good, 
or  in  a  way  that  enhances  the  effectiveness  of  the  larger  organization. 
They  often  resist  new  situations  and  change. 

People  who  create  fiefdoms  tend  to  hoard  resources.  They  are  deter¬ 
mined  to  do  things  their  own  way,  often  duplicating  or  complicating 
what  should  be  streamlined  throughout  the  company,  leading  to  run¬ 
away  costs,  increased  bureaucracy  and  slower  response  times. 

Organizations  infected  with  fiefdoms  tend  to  kill  off  or  stifle  individual 
creativity,  leading  to  what  I  call  the  "freeze  factor”:  when  organizations 
become  frozen  or  stuck  in  place,  letting  competitors  pass  them  by. 
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Wireless  connectivity  and  some  features  may  require  you  to  purchase  additional  software,  services  or  external  hardware.  System  performance,  battery  life,  wireless  performance  and  functionality  will  var 
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Maximum  mobility 
equals  maximum  productivity. 

And  Intel®  Centrino 
mobile  technology  is  designed 
from  the  ground  up  for 
mobile  computing.  It  enables 
extended  battery  life 
in  a  new  generation  of  thin, 
light,  wireless  laptops. 

And,  Intel  works  closely  with 
industry  leaders  to 
support  a  wide  range  of  wireless 
security  solutions. 

It’s  all  about  mobility.  Unwire 
your  company  at 
intel.com/business. 

\ 
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Integrated  wireless.  No  need 
to  deal  with  adapter  cards. 


Power  conserving.  Advanced 
technology  enables  extended 
battery  life. 


Thin,  light  designs.  Light 
briefcases  mean  happy  users. 


High  performance.  Power 
to  run  the  most  demanding 
applications. 


depending  on  your  specific  hardware  and  software  configurations.  See  http://www.intel.com/products/centrino/more_info 
in  the  United  States  and  other  countries.  All  rights  reserved. 


Dynamic  IT 

Riding  the  Next  Wave 
of  Business  Innovation 
and  Productivity 


Over  the  past  two  decades,  $10  trillion  in  information  technology  investment  has 
unleashed  a  wave  of  business  innovation  -  in  everything  from  the  way  companies 
deal  with  customers  and  suppliers  to  the  way  they  conduct  meetings,  count  paper 
clips  and  send  correspondence.  For  years  there  have  been  questions  over  the 
degree  to  which  IT  actually  increases  business  productivity,  but  since  the  mid- 
1990s  it’s  been  clear  that  the  contribution  is  substantial.  There  are  now  enough 
studies  to  fill  a  bookcase  on  the  impact  of  IT  on  both  enterprise  and  country- 
level  productivity. 


Figure  1  actually  shows  the  cor¬ 
respondence  between  U.S.  produc¬ 
tivity  growth  and  IT  investment  as 
measured  by  the  U.S.  government  - 
with  the  growth  in  IT  investment 
shifted  by  three  years  on  the 
assumption  that  it  takes  some  time 
for  the  investments  to  pay  off. 

As  you  can  see,  in  almost  every 
instance  where  IT  investment  has 
gone  up  (or  down),  productivity 
growth  three  years  down  the  line 
has  followed.  The  data  does  not 
prove  a  cause  and  effect,  but  the 
correspondence  is  clear.  Increased 


By  John  Gantz,  Chief  Research 
Officer,  IDC,  and  Frank  Gens, 
Senior  Vice-President,  IDC 

IT  spending  and  increased  produc¬ 
tivity  go  hand  in  hand. 

Of  course,  this  is  a  picture  of  the 
macrocosm.  In  the  microcosm,  we 
have  plenty  of  other  evidence  that 
IT  has  generated  improved  corpo¬ 
rate  performance. 

In  spring  2004,  IDC  surveyed 
500  CEOs  and  CIOs  on  the  rela¬ 
tionship  between  IT  investment  and 
sales  performance.  That  study  found 


that  companies  with  high  sales  per¬ 
formance  are  also  likely  to  be  lead¬ 
ers  in  IT.  Additionally,  these  busi¬ 
nesses  tend  to  increase  IT  spending 
faster  than  the  market  average, 
while  keeping  an  eagle  eye  on  costs. 
Moreover,  these  sales  and  technolo¬ 
gy  leaders  concentrate  their  invest¬ 
ment  in  areas  that  give  them  more 
insight  into  their  customers. 

Translated  to  the  enterprise  envi¬ 
ronment,  this  means  that  companies 
that  increase  investment  in  IT 
should  see  an  increase  in  productivi¬ 
ty  and  performance.  But  this  is  only 
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true  if  they  invest  in  the  right  tech¬ 
nology  at  the  right  time;  manage 
their  investment  and  implementation 
well;  and  manage  their  non-IT 
investment  to  maximize  their  IT 
investment. 

And  it  goes  without  saying  that 
companies  that  do  increase  produc¬ 
tivity  through  IT  do  not  do  so  in  a 
vacuum.  Their  peers  and  competitors 
will  be  investing  in  IT  as  well.  You 
can’t  just  improve  a  business  process 
and  stop  there.  Innovation  needs  to 
be  ongoing. 

To  sustain  this  innovation  -  con¬ 
tinually  improving  business  processes 
while  simultaneously  engineering  out 
costs  -  IDC  envisions  a  new  genera¬ 
tion  of  information  technology  that 
we  call  “dynamic  IT.” 

The  concept  is  simple.  Dynamic 
IT  is  about  creating  a  high-perform¬ 
ance  IT  capability  that  can  support 
the  rapid  pace  of  business  change. 
The  dynamic  IT  framework  untan¬ 
gles  the  patchwork  of  isolated, 
under-leveraged  infrastructure,  data 
and  applications  that  today  are  com¬ 
mon  in  many  companies.  It  turns 
hard-wired  point  solutions  into 
shared  services. 

The  goal  of  dynamic  IT  is  not  to 
make  an  enterprise  merely  a  little 
more  responsive  to  changing  busi¬ 
ness  needs,  but  rather  an  order  of 
magnitude  more  responsive.  It’s  a 
lofty  goal,  to  be  sure,  but  as  we  will 
show,  many  of  the  technologies  and 
business  practices  required  to  meet  it 
are  already  here. 


Why  dynamic  IT? 

In  a  controversial  article  published 
in  the  May  2003  “Harvard  Business 
Review,”  Nicholas  Carr  argued  that 
IT  is  now  a  commodity  that  no 
longer  offers  sustainable  competitive 
advantage.  Too  many  companies 
have  access  to  the  same  packaged 
solutions  for  any  IT-driven  advantage 
to  last  for  long.  IT,  Carr  contends,  is 
like  electricity  or  steel  -  critical  to  a 
company  but  not  a  source  of  differ¬ 
entiation.  Business  and  IT  executives 


have  been  arguing  since  the  article 
appeared  with  Carr’s  basic  premise, 
but  they  agree  that  IT  is  critical  to 
business  (Figure  2). 

One  sign  of  the  importance  of  IT 
is  the  amount  of  time  line-of-busi- 
ness  executives  and  CEOs  spend  on 
IT  issues:  20%!  This  includes  plan¬ 
ning,  evaluating,  reviewing  and  test¬ 
ing.  Over  25%  of  respondents  expect 


their  involvement  with  IT  to  increase 
over  the  next  year  (none  thought  it 
would  decrease),  and  over  50%  say 
their  company  should  be  more 
aggressive  in  using  IT  to  attack  busi¬ 
ness  problems. 

In  another  survey  of  large  U.S. 
enterprises,  top  business  and  IT 
executives  told  IDC  the  biggest 
problems  they  face  aren’t  technologi¬ 
cal  in  nature.  Rather,  the  top  chal¬ 
lenges  are  related  to  cutting  waste 
and  inefficiency  in  the  company; 


reorganizing  to  better  face  the  mar¬ 
ket;  and  doing  a  better  job  of  deal¬ 
ing  with  customers,  partners  and 
suppliers. 

Can  IT  help  address  these  busi¬ 
ness  problems?  How? 

This  is  where  dynamic  IT  comes 
in.  Even  if  author  Nicholas  Carr  is 
wrong,  it’s  clear  that  the  days  of 
long-lasting  market  stability  and 


Figure  1.  Growth  in  U.S.  productivity  follows  growth  in  IT  investment 


%  Growth  Y/Y  (Productivity)  %  Growth  Y/Y  (IT  Investment) 


Source:  IDC  2004 
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competitive  advantage  are  over  (if 
they  ever  existed  at  all).  Management 
priorities  are  increasingly  driven  by 
the  need  to  respond  quickly  to  fast- 
moving  market  dynamics.  A  sharp 
rise  in  oil  prices.  The  demise  of  a  key 
supplier.  An  acquisition.  A  new  law 
or  court  decision.  A  dock  strike. 
Offshore  competitors. 

Indeed,  the  only  way  to  gain  sus¬ 
tainable  competitive  advantage  is  to 
continually  establish  and  re-establish 
temporary  competitive  advantage. 


That’s  why  companies  as  diverse 
as  3M  and  Best  Buy  are  continually 
searching  for  IT-borne  advantages. 
3M  has  a  “2X/3X  initiative”  intend¬ 
ed  to  double  the  number  of  products 
it  creates  every  year  -  a  task  that 
leans  heavily  on  IT.  Best  Buy  has  a 
“customer-centric  stores  initiative” 
that  seeks  to  tailor  store  replenish¬ 


ment  to  the  shopping  patterns  found 
in  individual  stores.  And  why  do  you 
think  Wal-Mart  is  pushing  radio  fre¬ 
quency  identification  (RFID)  so 
heavily?  It’s  all  in  the  quest  to  keep 
store  shelves  stocked  at  all  times. 

But  using  IT  to  support  such  real¬ 
time  adjustments  to  changing  busi¬ 
ness  conditions  is  no  easy  task.  While 
organizations  face  growing  pressure 
to  become  more  dynamic,  IT  has 
historically  responded  slowly  to  busi¬ 
ness  change.  In  many  industries,  the 


speed  of  business  cycles  outstrips  the 
speed  at  which  IT  can  react. 

Two  key  goals  of  replacing  the 
numerous  hard-wired  connections 
among  dedicated  IT  resources  with 
many  more  “virtual”  connections 
among  shared  resources  are  improv¬ 
ing  operational  efficiency  through 
resource  sharing  and  reduced  redun¬ 


dancy;  and  improving  the  adaptabili¬ 
ty  of  business  operations  with  a  lay¬ 
ered,  service-oriented  IT  environ¬ 
ment  that  allows  changes  to  be  made 
in  individual  parts  of  a  business  solu¬ 
tion  without  impacting  the  rest  of 
the  solution. 

Adding  to  the  challenge  of  build¬ 
ing  dynamic  IT  is  business  execu¬ 
tives’  perception  that  IT  costs  are 
too  high  and  IT  asset  utilization  too 
low.  As  a  result  of  this  perception, 
much  of  the  build-out  of  dynamic  IT 
will  have  to  be  self-funded. 

The  path  to  dynamic  IT 

IDC  sees  the  transformation  to 
dynamic  IT  unfolding  on  two  paral¬ 
lel  paths.  First,  there’s  business  strat¬ 
egy  and  execution.  To  respond  faster 
to  changing  business  needs,  dynamic 
IT  needs  to  improve  the  organiza¬ 
tion’s  ability  to  develop  and  integrate 
applications,  data  and  workflow,  as 
well  as  to  monitor  business  perform¬ 
ance  and  speed  operational  adjust¬ 
ment  to  market  changes. 

The  second  path  is  IT  operations 
management  and  automation. 
Dynamic  IT  needs  to  deliver  on 
higher  service-level  performance  and 
lower  IT  infrastructure  costs.  It  must 
also  link,  monitor  and  manage  all  IT 
operational  elements  in  the  enter¬ 
prise.  The  latter  imperative  includes 
automating  labor-intensive  tasks; 
developing  end-to-end  management 
capabilities;  reducing  hard-wired 
inflexibility  through  virtualization; 
and  adopting  flexible  sourcing  and 


Figure  2.  Over  79%  of  business  executives  say  IT  is  critical  or  important 


How  much  of  a  factor  is  IT  operations  performance 
to  your  business  success.5 


Not  at  all  a 
factor 
4.0% 


Minor  factor 
16.5% 


Important 

factor 

41.0% 


Source:  IDC’s  LOB  Executive  Survey ,  2004 


Critically 
|  important 
38.5% 
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The  ultra  reliable  IBM  eServer  xSeries  365  system  -  with  powerful  Intel®  Xeon™  processors  -  can  make  your  work,  and 
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payment  options. 

The  real  payoff  will  come  when 
the  transformations  down  these  two 
paths  are  intimately  linked.  The  left 
side  of  Figure  3  illustrates  how 
dynamic  IT  delivers  value,  but  the 
right  side  shows  where  the  real  lever¬ 
age  comes  from. 

In  most  enterprises,  the  two 
domains  (business  strategy  execution 
and  IT  operations  and  management) 
have  historically  been  segregated. 

But  for  a  company  to  become  a  truly 
dynamic  enterprise,  it’s  vital  that 
these  barriers  be  breached.  Business 
executives  need  to  understand  how 
IT  can  be  applied  to  improve  their 


employed  in  an  orchestrated  effort  to 
help  create  this  linkage. 

Hinge  technologies 

What  are  the  critical  building 
blocks  that  organizations  need  to 
create  a  dynamic  IT  capability?  IDC 
has  identified  12  specific  technolo¬ 
gies,  six  for  each  major  component. 

We’ll  start  with  the  “business 
strategy  automation  and  execution” 
component. 

Business  monitoring  and  ana¬ 
lytics:  measuring  business  per¬ 
formance  to  trigger  dynamic 
change.  Think  management  dash¬ 
boards,  portals,  real-time  analytics. 


Figure  3.  Dynamic  IT  delivers  value  in  both  the  business  realm  and  the  IT 
operational  realm.  The  real  payoff  comes  when  the  two  are  interconnected. 
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operations.  IT  personnel  need  to 
have  a  clear  view  of  the  entire  IT 
value  chain  and  how  it  supports  busi¬ 
ness  processes. 

These  may  seem  like  pie-in-the- 
sky  goals,  but  there  is  no  doubt  that 
existing  technologies  can  be 


Think  store  reporting  systems  that 
automatically  trigger  supplier  ship¬ 
ments  of  hot  selling  items. 

Business  process  management 
and  applications  automation: 
quickly  configuring  applications 
and  workflow  to  support  the  busi¬ 


ness.  Business  process-focused  solu¬ 
tions  using  reusable  application  logic, 
business  rules  and  workflow  are  the 
order  of  the  day  -  not  large,  inflexi¬ 
ble  packaged  applications. 

Information  and  data  services: 
defining  and  accessing  relevant 
information  as  needed. 
Technologies  that  support  integra¬ 
tion,  transformation  and  quality  of 
information  in  a  time-sensitive  man¬ 
ner  are  critical.  This  means  advances 
in  modeling  and  meta-data  manage¬ 
ment;  better  contextual  analysis  of 
data;  the  combination  of  structured 
and  unstructured  data;  advanced 
search  and  discovery;  and  federated 
data  management. 

Integration,  event  and  deploy¬ 
ment  services:  connecting,  process¬ 
ing  and  managing  end-to-end 
messages,  events,  information  and 
application  logic.  This  technology 
supports  concurrent,  asynchronous 
and  synchronous  message  streams 
with  contextual  and  state  awareness. 
Discrete  technologies  include  agents 
and  brokers;  application  servers  for 
service  provisioning;  and  integration 
tools  that,  to  take  one  example,  can 
help  companies  gain  a  single  view  of 
their  customers. 

Collaboration  and  communica¬ 
tion  services:  supporting  human 
interaction  in  the  business  process. 

These  technologies  coordinate 
resources  for  interaction,  especially 
those  enabling  workforce  productivi¬ 
ty  and  linking  the  organization  to 
the  outside  world.  To  date,  many  of 
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these  technologies  have  led  to  appli¬ 
cations  that  remain  isolated  from  the 
automated  functions  of  a  business. 
That  must  change. 

Access  and  interface  services: 
providing  navigation  and  interac¬ 
tive  experience  inside  and  outside 
the  enterprise.  Given  the  growing 
complexity  and  tremendous  volume 
of  systems  and  sources  in  today’s 
computing  environments,  navigating 
and  accessing  them  in  the  context  of 
role  and  function  has  become 
increasingly  difficult.  Consolidating 
sign-on  and  standardizing  proce¬ 
dures  is  just  a  first  step  in  addressing 
the  user  experience. 

Now  we’ll  note  technologies  sup¬ 
porting  the  “IT  operations  manage¬ 
ment  and  automation”  component. 

Service -level  management  and 
automation:  triggering  deploy¬ 
ment  of  IT  resources.  These 
include  the  emerging  automation  or 
orchestration  engines  that  trigger  the 
provisioning  of  enterprise  systems 
from  virtual  resource  pools. 
Automated  provisioning  is  what 
finally  achieves  “on-demand”  or 
“utility”  IT.  This  requires  the  setting 
of  service  level  agreements  and  set¬ 
ting  priorities  for  different  workloads 
and  services. 

Metering,  measurement  and 
chargeback:  charging  for  IT  use  by 
business  group  or  activity.  This 
area  is  focused  on  leveraging  meter¬ 
ing  metrics  for  usage  measurement 
and  billing  to  departments  and  cus¬ 
tomers  that  use  a  shared  resource 


pool  governed  by  service-level  man¬ 
agement  and  automation. 

Security:  protecting  the  entire 
IT  environment.  Security  runs 
through  all  layers  of  dynamic  IT  and 
ensures  privacy  between  customers 
and  departments  in  a  shared-resource 
environment.  Its  many  facets  include 
authorization,  access,  protection  and 
managing  identity  throughout  and 
beyond  the  enterprise. 

Infrastructure  virtualization: 
creating  efficient  virtual  resource 
pools.  The  partitioning  of  servers  is 
the  most  commonly  used  aspect  of 
virtualization  today;  the  practice 
must  be  extended  and  refined  so  that 
all  enterprise  systems  can  be  allocat¬ 
ed  and  reallocated  to  different  work¬ 
loads  depending  on  service-level 
agreements  and  priorities. 

Infrastructure  provisioning: 
enabling  rapid  and  consistent 
deployment  of  IT  resources  with 
improved  change  control.  Here  are 
the  tools  that  provision  a  platform 
with  operating  systems,  patches, 
applications  and  services  that  allow  it 
to  be  a  resource  for  a  given  work¬ 
load.  Provisioning  tools  may  be 
automated  (and  therefore  controlled) 
by  the  service  level  management  and 


automation  engine;  alternatively, 
they  may  be  more  manual,  in  which 
case  they  may  help  IT  managers 
seeking  to  deploy  patches  or 
upgrades  to  groups  of  servers 
remotely. 

Platform  management  and 
monitoring:  enabling  system  mon¬ 
itoring,  inventory,  alerting,  group 
management  and  capacity  manage¬ 
ment.  These  technologies  contribute 
the  individual  node  and  group  sys¬ 
tems  management  that  lets  IT 
administrators  manage  the  hardware 
and  software  elements  of  storage, 
server  and  network  equipment. 

Making  dynamic  IT  happen 

Merely  knowing  what  technolo¬ 
gies  lead  toward  dynamic  IT  doesn’t 
ensure  their  implementation  will  go 
smoothly.  But  a  number  of  design 
principles  apply. 

For  one  thing,  point  products  or 
solutions  with  little  connection  to 
other  parts  of  the  IT  value  chain  are 
clearly  of  limited  value.  Applications 
that  lack  business  rules  or  service 
level  requirements  as  key  design 
inputs  won’t  make  the  grade.  In 
turn,  service-oriented  architectures 
incorporate  layers  of  abstraction  that 
allow  for  the  rapid  changing  of  IT 
system  behavior  -  which,  in  turn, 
allows  for  rapid  re-architecting  appli¬ 
cations  and  solutions. 

Dynamic  IT  is  also  heavy  on 
modular  design,  the  use  of  standards 
when  possible  and  multiple  levels  of 
virtualization.  Dynamic  IT  simulta- 
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neously  increases  the  number  of 
logical  connections  among  IT 
resources  and  cuts  (or  masks)  as 
many  physical  interdependencies  as 
possible.  While  virtualization  has 
been  available  within  IT  systems  for 
decades,  its  application  is  spreading 
to  a  much  broader  range  of  hard¬ 
ware  and  software  systems. 

Finally,  dynamic  IT  comes  with  a 
flexible  internal/external  sourcing 
model  and  a  flexible  operating  cost 
model.  One  major  benefit  of 
dynamic  IT  is  the  flexibility  it  brings 
to  internally  source  or  outsource 
various  components  as  business 
conditions  require.  A  flexible  cost 
model  that  supports  usage-based 
pricing  or  on-demand  access  to 
resources  is  also  a  key  ingredient. 

Measuring  the  value 

Naturally,  enterprises  must  rigor¬ 
ously  track  both  the  cost  and  contri¬ 
bution  of  dynamic  IT.  This  can  be 
difficult  to  envision.  How  is  IT  sup¬ 
posed  to  improve  a  business  process? 
Faster  response  time?  Around-the- 
clock  coverage?  Fewer  errors?  How 
will  improvement  be  measured? 

What  did  the  IT  behind  that 
improvement  cost? 

Because  IT  investments  may  sup¬ 
port  multiple  business  processes,  and 
because  a  business  process  improve¬ 
ment  may  come  from  multiple  IT 
investments,  matching  costs  to 
improvement  is  a  challenge. 

We  find  that  getting  the  most  out 
of  dynamic  IT  requires  two  linked 


measurements: 

•  IT  costs  supporting  a  business 
function. 

•  Improvement  in  that  business 
function. 

The  linkage  must  come  from 
detailed  monitoring  on  both  sides. 
This  is  where  the  service  level  archi¬ 
tecture  and  metering  and  monitoring 
technologies  in  dynamic  IT  come  in 
-  dynamic  IT  helps  monitor  and 
report  on  itself  to  enable  optimal  use 
of  IT  resources.  The  same  goes  for 
business  monitoring  and  business 
analytics. 

I  DC,  in  its  IT  Value  Metrics  and 
Measurement  research  practice, 
closely  studies  the  way  leading  U.S. 
and  global  companies  justify,  moni¬ 
tor  and  optimize  their  IT  invest¬ 
ments  (see  sidebar)  -  but  let’s  face  it, 
there  are  no  silver  bullets.  The  most 
important  requirement  is  that  there 


be  some  ongoing  monitoring  of 
improvement  and  costs. 

The  roadmap 

Building  a  dynamic  IT  capability 
is  a  large  and  complex  undertaking. 
Where  should  CIOs  start  the  jour¬ 
ney?  The  answer  will  vary  by  organi¬ 
zation,  but  in  a  recent  IDC  survey 
of  U.S.  business  executives  it  was 
clear  that  the  dynamic  IT  areas  most 
directly  connected  to  enabling  busi¬ 
ness  process  improvement  (flexible 
applications;  integrated  data  and 
information;  and  improved  commu¬ 
nication  and  collaboration)  are  the 
most  urgent. 

On  the  other  hand,  dynamic 
infrastructure  investments,  largely 
invisible  to  business  executives,  are 
considered  lower  priority.  This  is  a 
big  challenge  (and  opportunity')  for 
CIOs,  who  must  connect  the  dots 
between  infrastructure  investments 
and  business  performance. 

For  CIOs  trying  to  develop  and 
prioritize  steps  toward  a  dynamic  IT 
environment,  here  are  some  key 
findings  from  our  research: 

•  Business  executives’  priorities 
will  focus  on  business  processes.  This 
seems  self-evident,  but  IT  execs  must 
remember  that  their  business  coun¬ 
terparts  will  always  see  IT  through 
the  lens  of  their  own  operations. 

•  There  are  mixed  messages 
about  process  visibility.  In  surveys, 
real-time  monitoring  of  business 
ranks  low.  This  may  be  an  anomaly, 
but  it  may  reflect  a  growing  realiza- 
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Accounting  for 
Dynamic  IT  Value 


tion  that  visibility  into  processes  - 


A  dynamic  IT  organization  is 
always  measuring  and  moni¬ 
toring  itself.  To  help  busi¬ 
nesses  do  so,  IDC’s  IT  Value 
Metric  and  Measurement 
research  practice  recom¬ 
mends  the  following: 

•  Track  IT  consumption  costs 
to  collect  data  for  controlling 
IT  costs  and  showing  IT 
usage  volume/patterns. 
Businesses  should  set 
parameters  through  joint 
efforts  by  business  functions 
(such  as  finance,  engineering 
and  IT);  model  IT  service 
costs  on  key  metrics  that  are 
highly  correlated  cost  driv¬ 
ers;  and  report  cost  data  in  a 
way  that  is  meaningful  to 
constituents. 

•  Track  IT-enabled  business 
process  performance  to  col¬ 
lect  data  for  directing  IT  dol¬ 
lars  to  areas  of  greatest 
impact  and  for  maximizing 
process  performance. 
Companies  should  focus  on 
what  must  happen  in  order 
for  processes  to  be  consid¬ 
ered  successful  (e.g., 
expected  benefits,  impacts, 
outcomes);  identify  key  per¬ 


formance  indicators  with 
quantifiable  markers  of  how 
IT  is  expected  to  impact 
process  performance;  and 
ensure  the  tracking  process 
has  an  internal  logic  that 
takes  into  account  the 
potential  impacts  of  one  part 
of  the  process  on  others. 

•  Use  the  data  from  both  ini¬ 
tiatives  to  more  closely  man¬ 
age  enterprise  activities  to 
strategic  objectives.  For 
example,  enterprises  should 
undertake  interventions  to 
improve  process  perform¬ 
ance  through  adjustments  to 
IT  capabilities  and  services 
or  through  process  adjust¬ 
ments  that  improve  the  way 
people  work  with  technology 
and  conduct  the  process 
itself;  focus  on  net  benefits 
to  the  organization  by  com¬ 
paring  cost  and  usage  data 
to  related  business  process 
performance  data;  and  plan 
for  future  IT-enabled  direc¬ 
tions  more  confidently  on  the 
basis  of  data  that  exposes 
costs  and  usage  patterns, 
process  outcomes,  depend¬ 
encies  and  non-IT  factors 
that  affect  performance. 


analytics  and  business  intelligence  - 
can  be  useless  without  the  where¬ 
withal  to  act  on  what’s  learned. 

•  Infrastructure  improvements  are 
less  urgent  to  line-of-business  execu¬ 
tives.  IT  investments  and  capabilities 
are  less  directly  visible  to  business 
executives,  which  creates  an  internal 
marketing  challenge  for  CIOs. 

•  Connecting  the  dots  is  critical. 
CIOs  must  be  able  to  articulate  and 
measure  the  business  impact  and 
value  of  planned  investments. 

•  Improving  IT  capabilities 
trumps  lowering  IT  costs.  In  our 
research,  three  of  the  four  top-rated 
priorities  involved  improving  IT 
capabilities  (functionality,  speed,  flex¬ 
ibility);  only  one  involved  lowering 
costs.  Business  executives  are  not  so 
skeptical  of  IT  value  that  they  simply 
want  to  squeeze  down  costs.  This  is 
valuable  equity  that  IT  must  con¬ 
serve  through  well-managed  projects 
and  high-quality  service. 

With  dynamic  IT  applied  to  the 
process  of  measuring  its  own  impact, 
companies  can  get  a  jump  on  creat¬ 
ing  a  succession  of  temporary  advan¬ 
tages  that,  over  the  long  run,  equal 
sustainable  competitive  advantage.# 


This  supplement  was  commissioned  by 
IDG.  The  opinions,  analysis  and 
results  presented  herein  are  entirely 
IDC’s,  except  where  otherwise  noted. 

A  license  to  distribute  this  content  does 
not  constitute  an  endorsement  of  IDG 
or  its  advertisers. 
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Because  you  still 
need  to  demonstrate 
the  value  of  IT. 

We  offer  a  wealth  of  different  perspectives 
to  give  you  more  ways  of  looking  at  value: 

Views  from  the  Top  on  IT  Enterprise  Value.  A  CEO, 
CFO,  and  COO  talk  about  their  views  on  IT  value, 
and  how  to  overcome  the  difficulty  CIOs  often  have 
in  articulating,  demonstrating  and  delivering  value. 

Conversations  with  This  Year’s  CIO  Enterprise 
Value  Award  Winners.  Meet  with  the  stars  of  this 
year’s  winning  organizations;  it’s  your  chance  to 
take  away  lessons  you  can  apply  to  your  own 
organization  back  home. 

Workgroups  Centered  on  a  Business/IT  Case 
Study.  We've  chosen  a  case  for  its  emphasis  on  the 
strategic  and  competitive  value  of  IT;  participants 
are  tasked  with  developing  a  set  of  recommenda¬ 
tions  for  the  enterprise's  CIO. 

Conference  Moderator 

Tom  Davenport 

Professor  &.  Director  of  Research, 
Executive  Education,  Babson  College 


Because  you  crave 
commiseration, 
validation  & 
inspiration. 

We  give  you  more  true  peer  networking 
to  meet  and  learn  from  each  other  over 
three  days,  so  you  have  quality  time  for: 

Commiseration.  No  one  else  understands  the  pres¬ 
sures,  problems  and  pain  a  CIO  experiences  better 
than  another  CIO— especially  when  it  comes  to 
showing  IT  value. 

Validation.  Find  out  from  your  peers  which 
processes,  policies  and  products  work,  and  which 
don’t. 

Inspiration.  Get  new  ideas  from  the  CIOs  who’ve 
been  on  the  leading  (sometimes  bleeding)  edge  of 
the  profession,  and  from  our  special  guests. 


Case  Study  Leader 
Robert  Austin 

Associate  Professor  & 

Chair  of  Executive  CIO  Program, 
Harvard  Business  School 


CIO  Perspectives  on  Enterprise  Value 
&  CIO  Enterprise  Value  Awards 


Presented  by 


800.355.0246  or  visit 
www.cio.com/conferences 


The  Resource  for 
Information  Executives 


trendlines 


SOFTWARE  DEVELOPMENT 

Share  and  Share  Alike 

As  the  senior  vice  president  and  CIO  of  Select  Comfort,  a 
midsize  company  with  a  lean  IS  staff,  Mike  Thyken  wants  to 
migrate  to  Linux-based  applications  because  he  believes  it  will 
reduce  hardware  and  software  maintenance  costs.  But  since 
he  still  must  manage  core  business  projects  and  commodity 
systems  with  a  small  staff,  researching  and  then  developing 
the  new  competencies  that  Linux  requires  seemed  out  of  reach 
in  terms  of  both  time  and  resources. 

Thyken's  solution:  He  joined  the  Avalanche  Corporate 
Technology  Collaborative,  a  group  of  companies  that  hope  to 
reduce  software  costs  by  sharing  intellectual  property,  includ¬ 
ing  the  application  code  of  customized  programs.  For  Thyken, 
membership  will  translate  into  deliverables  to  jump-start  his 
migration  to  Linux  by  leveraging  the  Linux  experience  of  other 
IS  organizations.  In  the  process,  Thyken  aims  to  reduce  the 
burden  on  his  IT  department. 

The  idea  behind  Avalanche  is  simple.  Companies  join  for 
$30,000  a  year,  a  fee  that  allows  them  to  contribute  software 
to  the  group,  collaborate  on  software  development,  and  use 
the  contributions  of  fellow  members.  Avalanche  provides  product 


management,  including  quality  control  and  architectural 
review  of  software  before  it  is  accepted  for  distribution. 

Avalanche  is  certainly  hitting  a  nerve  in  the  IT  community. 
Among  its  founders  are  the  CIO  of  Jostens  and  the  former  vice 
president  of  development  for  customer  facing  systems  at  Best 
Buy.  New  clients  are  knocking  on  Avalanche’s  door  almost  daily 
since  opening  this  past  March.  CEO  Jay  Hansen  says  more 
than  400  companies  have  thus  far  contacted  Avalanche.  Seven 
companies  have  signed  on  as  members. 

Many  of  the  IP  components  within  Avalanche  are  infrastructure- 
related,  including  tools  for  application  integration  and  release 
management.  One  member,  says  Hansen,  implemented  an 
integration  tool,  spending  $145,000  less  than  it  would  have  on 
a  commercial  product  and  consulting  services. 

“What  it  all  boils  down  to,"  says  Thyken,  “is  collaboration 
among  companies  should  be  a  faster  approach  to  deliver  cheaper 
solutions  for  our  noncore  applications.”  If  all  works  out,  Thyken 
will  continue  to  support  Select  Comfort’s  core  business  yet 
still  make  the  jump  to  Linux  using  much  less  staff  time  and 
money  than  if  he  had  to  start  from  square  one. 

Vendors  and  consultants  may  be  the  only  folks  who  don't 
appreciate  all  the  good-natured  sharing. 

-Julie  Hanson 


EXECUTIVE  EDUCATION 


Why  You  Should  Go  Back  to  School 


Mike  Grimm,  CIO  of  the  Seton  Co.,  had 
always  viewed  technology  as  a  way  to  help 
control  manufacturing  costs  at  the  auto  leather 
upholstery  company  where  he’s  worked  since 
1998.  It  wasn’t  until  he  went  back  to  school 
that  that  view  changed. 

In  March  2003,  Grimm  enrolled  in  Finance 
and  Accounting  for  the  Nonfinancial  Man¬ 
ager  at  the  Wharton  School  of  the  University 
of  Pennsylvania.  For  an  eye-opening  five  and  a 
halfdays,  he  pored  over  financial  statements 
and  learned  to  assess  financial  risks. “I  was 
more  of  an  operations  guy  before  and  couldn’t 
look  at  every  dollar  I  spent,”  says  Grimm. 

Grimm  believes  that  the  class  helped  him 
understand  how  to  better  align  technology 
with  the  company’s  business  goals. 

Most  CIOs — 82  percent,  according  to  a  2003 
CIO  survey — identify  IT  jobs  as  influencing 
their  career  rise.  But  once  they  get  to  the  top 
IT  spot,  finance  and  accounting  know-how  is 
invaluable,  CIOs  say. 

All  CIOs  should  understand  capital  budget¬ 
ing,  the  concept  of  present  value  (the  value  in 
today’s  dollars  of  a  payment  to  be  made  in  the 


future,  accounting  for  a  specific  interest  rate) 
and  taxation,  says  Hal  Varian,  a  professor  at 
the  School  of  Information  Management  and 
Systems  and  the  Haas  School  of  Business  at 
University  of  California,  Berkeley.  If  they 
don’t,  they  should  take  one  of  the  ubiquitous 
finance  courses  offered  at  business  schools,  or 
online  courses  by  various  business  organiza¬ 
tions.  (For  more  about  financial  matters  and 
executive  education  courses,  see  CIO’s  special 
Money  Issue  report  at  wimv.cio.com/money.) 

The  basics  are  most  important  for  Susan 
Lang,  CIO  of  Pierce  Transit,  a  Washington 
state  public  transportation  agency,  who  recently 
took  a  finance  for  nonfinancial  execs  course 
at  the  University  of  Washington.  She  says  the 
classes  helped  her  better  manage  a  recent  proj¬ 
ect:  the  purchase  of  new  Mitchell  Humphrey 
finance  software. 

The  course  also  helped  her  scrutinize  a 
prospective  vendor’s  finances  more  closely 
during  the  RFP  process.  “I  know  what  I’m 
looking  at  now,”  she  says.  For  example,  if  she 
has  questions  about  the  vendor’s  financial 
health,  she  takes  them  to  the  company’s  CFO. 


During  the  Wharton  course,  which  Lang 
also  attended,  execs  are  brought  into  fictitious 
corporate  boardroom  scenarios,  says  Peter 
Knutson,  associate  professor  emeritus  of 
accounting  at  Wharton.  The  idea  is  to  get  the 
CIO  to  understand,  for  example,  what  hap¬ 
pens  when  the  CEO  addresses  his  board  of 
directors,  who  are  anxious  that  the  company 
won’t  meet  Wall  Street’s  expectations.  Profes¬ 
sors  also  use  case  studies  to  drive  home  how 
CIOs  can  make  better  financial  decisions  by 
evaluating  investment  alternatives. 

As  a  side  benefit,  these  classes  help  some 
CIOs  make  better  personal  investments.  “I’ve 
lost  less  money,”  Lang  says.  “It’s  nice.” 

-Kim  Girard 
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We've  built  our  reputation  on  keeping  you  covered.  With  the  acquisition  of  SUSE®  LINUX,  Novell®  now  delivers  the  most  secure  end-to-end  open  source  strategies  available.  We'll  implement 
and  support  Linux  from  desktop  to  server,  integrating  it  with  your  current  environment,  across  multiple  platforms.  As  you  migrate  to  Linux  we'll  train  and  certify  your  IT  staff  to  deploy 
Linux-based  solutions.  You'll  get  award-winning  technical  support,  customized  for  your  business,  24/7/365  worldwide.  And  the  Novell  Linux  indemnification  program  will  help  prevent 
exposure.  We'll  even  make  sure  your  open  source  strategy  actually  meets  your  number-one  business  objective  -  making  money.  To  implement  a  Linux  strategy  unsurpassed  for  support, 
flexibility  and  cost-effectiveness,  calM-800-215-2600  or  visit  www.novell.com/linux  ®  we  speak  your  language. 


A  NOVELL  COMPANY 

©2004  Novell  is  a  registered  trademark  of  Novell,  Inc.  in  the  United  States  and  other  countries.  SUSE  is  a  registered  trademark  of  SUSE  AC,  a  Novell  company. 


Novell 


On  the  Move 


By  Meridith  Levinson 


Following  a  Tough  Act 
at  Prudential  Financial 


Last  January,  Bin  Friei 
retired  as  CIO  of  Prudential 
Financial  after  a  16-year  tenure 
in  various  positions  with  the 
company.  Barbara  Koster,  then 
the  CIO  of  Prudential’s  individ¬ 
ual  life  insurance  business,  was 
appointed  to  succeed  him, 
becoming  senior  vice  president 
and  CIO  of  the  company. 

For  much  of  the  time  Friei  led 
the  IT  department,  Prudential  was 
undergoing  dramatic  changes. 

It  went  public  on  Friel’s  watch, 
and  he  established  the  archi¬ 
tecture  and  application  set  that 
would  help  transform  Prudential 
from  a  mutual  insurance  com¬ 
pany  into  a  diversified  financial 
services  company.  Because  Friei 
was  so  well-respected  inside  and 
outside  his  company  (he  was  a 
member  of  several  organiza¬ 
tions  including  The  Research 
Board,  an  international  think 
tank  for  CIOs),  Koster,  50,  has 
a  tough  act  to  follow. 

Gerard  P.  McNamara,  a 
senior  partner  at  recruiting  firm 
Heidrick  &  Struggles  Interna¬ 


tional,  says  life  can  be  difficult 
for  a  CIO— or  any  leader— taking 
over  for  someone  who  was  well- 
liked  and  well-respected.  “People 
are  constantly  comparing  the 
new  person  with  the  old  person," 
says  McNamara. 

Indeed,  the  biggest  challenge 
Koster  says  she’s  met  in  her  new 
role  so  far  has  been  helping 
Prudential’s  IT  staff  adjust  to  the 
differences  between  her  leader¬ 
ship  and  management  style  and 
Friel’s.  She  has  two  primary  tactics 
for  dealing  with  this  challenge: 

■  She’s  direct.  Koster  has  been 
up  front  with  her  staff  about  the 
way  she  manages.  She’s  told 
her  staff  that  the  big  difference 
between  herself  and  Friei— at 
least  while  she  comes  up  to 
speed  in  her  new  role— is  that 
she  asks  a  lot  of  questions. 
Because  she’s  new  to  the 
position,  she  has  to  ask  basic 
questions  about  Prudential’s 
mainframes  or  help  desk 
processes  that  Friei  would  have 
known  off  the  bat.  She’s  told  her 
staff  that  she  asks  so  many 


:  Barbara  Koster’s  Resume  : 


January  2004-Present:  Senior  VP 
and  CIO,  Prudential  Financial 

2000-December  2003:  CIO, 
Individual  Life  Insurance  Systems, 
Prudential  Financial 

1997-2000:  VP,  Individual  Financial 
Services,  Prudential  Financial 

1995-1997:  VP,  Policy  Administra- 
J  tion  and  Management  Information 
Systems,  Prudential  Financial 

1988-1995:  President,  Chase  Access 
Services,  Chase  Manhattan  Bank 

1985-1988:  VP,  Information 
Services,  Chase  Manhattan  Bank 

1980-1985:  VP,  Financial  Systems, 
Chase  Manhattan  Bank 

Education: 

»  Bachelor  of  Science  degree  in 
Business  Administration  from  St. 
Francis  College,  Brooklyn,  N.Y. 


questions  because  she's  trying  to 
learn,  not  because  she’s  trying  to 
get  them  to  rethink  their 
strategies  and  decisions— a 
concern  she’s  trying  to  head  off 


by  being  forthright. 

■  She’s  not  reinventing  the 
wheel.  Knowing  that  too  much 
change  is  never  a  good  thing, 
especially  when  the  company 
is  performing  well  overall, 

Koster  is  not  doing  away  with 
the  fundamental  organizational 
and  reporting  structures  her 
predecessor  put  in  place  and 
with  which  the  IT  staff  is 
familiar.  Having  worked  closely 
with  Friei  on  projects  such  as 
LaunchPad,  a  sales-force  auto¬ 
mation  initiative,  when  she  was 
a  divisional  CIO,  Koster  learned 
from  him  the  importance  of 
close  business-IT  alignment. 

For  that  reason,  the  technical 
teams  that  support  specific 
businesses  inside  Prudential 
will  continue  to  have  solid-line 
reporting  relationships  with 
those  businesses  and  dotted- 
line  relationships  with  IT.  And 
she’ll  continue  to  organize  the 
IT  department  around  Pruden¬ 
tial's  requirements  for  growth 
and  the  products  the  company 
wants  to  sell  rather  than  around 
specific  technology  areas 
orfunctions. 

“Our  relationship  is  always 
with  the  business  first,”  says 
Koster.  And  that  won’t  change. 

- Meridith  Levinson 


Prudential  is  not  the  only  financial  services  company  with  a  new  CIO. 
Wachovia  named  Susan  Certoma  CIO  of  its  corporate  and  investment 
bank.  She  comes  from  Goldman  Sachs  where  she  most  recently  led 
the  global  sales  technology  organization  as  its  vice  president. 

Goldman  Sachs  lost  another  IT  executive,  David  Webb,  who  was  in 
charge  of  supporting  the  investment  and  merchant  banking  divisions 
as  a  vice  president.  Webb  joined  Silicon  Valley  Bancshares  as  its  CIO. 


m 


David 

''ttfWebb 


The  American  Stock  Exchange  appointed  Antoine 
Shagoury  its  executive  vice  president  and  CIO.  He  will 
be  a  member  of  the  executive  management  team  and 
assist  with  strategic  planning.  In  other  securities  industry  news,  John  Von 
Stein  joined  Options  Clearing  as  its  executive  vice  president  and  CIO.  Von 
Stein  most  recently  worked  for  commodities  conglomerate  Cargill  as  vice 
president  of  information  technology  for  its  Latin  America  region. 
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WE’RE  PUTTING  COMPUTER 
R&D  WHERE  IT  BELONGS. 

-  In  your  Business .  - 


PRIMEPOWER"  Servers  LifeBook'  Notebooks 


Dancing  robots  and  Artificial  Intelligence  make  great  press 
release  material,  but  what  exactly  do  they  do  to  improve 
your  business? 

At  Fujitsu,  we’re  concerned  with  R&D  that  helps 
CIOs  run  their  business  more  efficiently.  In  fact,  we  invest 
billions  of  dollars  annually  in  developing  technology  solu¬ 
tions  and  providing  the  right  products  for  our  customers 
to  achieve  maximum  enterprise  performance.  This  R&D 
effort  is  the  foundation  of  the  Fujitsu  PRIMEPOWER” 
and  PRIMERGY®  server  lines,  which  deliver  mission-critical 
reliability,  availability  and  serviceability. 

Thanks  to  our  real-world  R&D  philosophy,  we’ve 
become  a  company  that  offers  CIOs  the  high-performance 
mobile  computers,  scalable,  reliable  servers,  and  managed 
and  professional  services  they  need. 

If  you  are  looking  for  an  IT  partner  whose  R&D 
investment  actually  does  your  company  some  good,  visit 
us.fujitsu.com/computers/RD  or  call  I -800-83 1 -3 1 83. 


FUJITSU 

THE  POSSIBILITIES  ARE  INFINITE 


Stylistic*  Tablet  PCs  PRIMERGY*  Servers 


©2004  Fujitsu  Computer  Systems  Corporation  All  rights  reserved.  Fujitsu,  the  Fujitsu  logo  and  LifeBook  are  registered  trademarks  of  Fujitsu  Limited  PRIMEPOWER  is  a  trademark  or  registered  trademark  of 
Fujitsu  Limited  in  the  United  States  and  other  countries.  Sytistic  is  a  registered  trademark  of  Fujitsu  Computer  Systems  Corporation.  PRIMERGY  is  a  registered  trademark  of  Fujitsu  Siemens  Computers  GmbH. 
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These  days,  no  network  is  free  of  threats.  That’s  why  you  have  to  assign  network  security  privileges  to 
everyone.  Employees,  customers,  and  partners.  You  need  to  set  an  acceptable  use  policy  that  dictates 
what  each  of  them  can  and  can’t  access.  Until  now,  you  had  to  do  this  manually. 

Not  anymore.  Now  you  can  do  what  Baylor  University  did.  Implement  an  Enterasys  Secure  Networks™  solution 
with  a  unique,  policy-based  system  that  empowers  the  network  to  allocate  resources  based  on  specific  users 
and  their  roles.  The  network  “sees”  who  the  user  is  and  assigns  privileges  accordingly.  This  improved  control 
also  gives  you  more  security. 

It’s  all  about  giving  you  a  smarter  way  to  network  with  central,  intuitive  management.  Find  out  more  at 
networksthatknow.com/Baylor.  Or  ask  any  one  of  the  many  enterprise  customers  we’ve  worked  with  for  years. 


Keynote  I  Tom  Davenport 

New  Ideas  from  Leading  Lights 


Decision 

Evolution 

Automated  systems  are  helping 
businesses  make  decisions  more  productively 
and  consistently.  But  they’re  also  making 
a  lot  of  entry-level  jobs  obsolete.  Executives  had  better 

be  prepared  to  manage  the  transition. 

HAVE  YOU  EVER  KNOWN  a  family  in  which  the  child  went  well  beyond 
the  parents?  One  in  which  the  parents  didn’t  seem  to  have  a  lot 
on  the  ball,  but  they  bequeathed  just  enough  capabilities  to 
their  child  for  him  or  her  to  take  off?  That’s  just  what  hap¬ 
pened  in  the  world  of  automated  decision  making.  The  par¬ 
ents — artificial  intelligence  (AI)  and  decision  support  systems 
(DSS) — were  ultimately  disappointing  despite  lots  of  favorable 
hype.  AI  and  expert  systems  required  those  pesky  knowledge 
engineers  to  create  them,  and  they  were  very  difficult  to  main¬ 
tain.  Decision  support  systems  also  never  really  flourished, 
despite  being  the  darling  of  academics  for  decades,  perhaps 
because  they  required  too  much  statistical  expertise  and  too 
much  human  analysis  for  these  lean  times. 

But  their  offspring,  a  technology  called  automated  decision 
systems,  is  taking  off,  and  it  embodies  the  best  attributes  of 
each  parent.  Automated  decision  systems  are  rules-based  like 
expert  systems.  And  like  DSS,  they  often  involve  statistical  or 
algorithmic  analysis  of  data.  They  typically  make  decisions  in 
real-time  after  weighing  all  the  data  and  rules  for  a  particular 


customer  or  case.  Sometimes  they  also  carry  genes  from  another 
ancestor,  business  process  management  or  workflow,  leading 
some  observers  to  classify  them  as  “smart  BPM”  systems. 

Their  most  salient  characteristic  is  that  they  actually  make  a 
decision:  what  price  to  charge  a  particular  customer,  whether  to 
grant  a  loan  or  an  insurance  policy,  which  delivery  truck  should 
be  rerouted,  what  drug  to  prescribe  to  a  diabetic  patient.  In 
many  cases  their  decisions  are  made  without  any  human  inter¬ 
vention  at  all;  in  others — sometimes  for  legal  or  ethical  rea¬ 
sons — they  work  alongside  a  human  expert  such  as  a  doctor. 
For  the  most  part,  these  systems  are  being  used  for  decisions 
that  must  be  made  frequently  and  very  rapidly  using  informa¬ 
tion  available  online.  The  decision  domains  are  relatively  highly 
structured,  with  well-understood  decision  factors. 

In  short,  this  is  just  what  knowledge  workers  don’t  need — 
another  reason  why  they’re  no  longer  necessary.  If  automated 
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ILLUSTRATION  BY  PABLO  BERNASCONI 
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Consider  the  dots  connected.  From  one  coast  to  the  other,  Transportation 
Insurance  Brokers  are  serving  clients  more  securely.  Sharing  data  more  quickly. 
Communicating  more  seamlessly.  And  doing  it  all  for  almost  $2,000  less  a  month, 
thanks  to  an  IP-VPN  solution  we  designed,  delivered  and  now  manage.  And  the 
strong,  reliable  backbone  of  the  SBC  network.  Find  out  more  about  how  we’re 
helping  TIB  connect  the  dots  at  sbc.com/dots.  GOING  BEYOND  THE  CALL.® 
!.  the  SBC  logo  and  GOING  BEYOND  THE  CALL  are  registered  trademarks  of  SBC  Knowledge  Ventures,  L.P.  and/or  its  affiliates.  ©  2004  SBC  Knowledge  Ventures,  IP.  All  rights  reserved. 
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decision  applications  grow  at  the  rate  I  believe  they  will,  there 
will  be  far  fewer  entry-level  jobs  requiring  judgment  and  com¬ 
putation.  It’s  even  easier  and  cheaper  to  automate  these  jobs 
than  it  is  to  send  them  offshore,  and  more  of  an  issue  from  a 
job-loss  standpoint.  Economists  say  that  productivity  gains  are 
largely  responsible  for  2.7  million  U.S.  jobs  lost  since  2001,  as 
opposed  to  the  roughly  300,000  lost  through  offshoring  over 
the  past  three  years.  I’ve  even  heard  of  one  company  that  is 


Economists  say  that  productivity  gains  are  largely 
responsible  for  2.7  million  U.S.  jobs  lost  since  2001, 
as  opposed  to  the  roughly  300,000  lost  through 
offshoring  over  the  past  three  years. 


using  Indian  programmers  and  statisticians  to  develop  its  auto¬ 
mated  decision  systems — a  double  whammy  for  the  American 
knowledge  worker. 

These  systems  are  being  used  across  a  variety  of  industries 
and  decision  types,  as  my  former  Accenture  colleague  Jeanne 
Harris  and  I  found  after  a  year  of  research.  They  are  more 
real-time,  more  complex  and  much  more  pervasive  than  the 
original  versions:  yield  management  systems  in  airlines  that 
made  seat  pricing  decisions  in  the  early  ’80s.  In  airlines,  for 
example,  the  technology  has  now  been  extended  to  a  variety  of 
operations  issues,  including  flight  scheduling  and  crew  and  air¬ 
port  staff  scheduling.  Yield  management  is  also  being  com¬ 
bined  with  loyalty  management  applications  to  determine 
real-time  pricing  for  hotel  rooms.  Casino  operator  Harrah’s 
Entertainment,  for  example,  makes  several  million  dollars  a 
month  in  incremental  revenue  by  optimizing  room  rates  for  its 
hotels  and  offering  different  rates  to  different  levels  of  members 
in  its  loyalty  programs. 

Although  automated  decision  systems  are  common  in  travel 
and  transportation,  financial  services  is  using  this  technology  to 
the  greatest  degree.  In  banking,  real-time  mortgages  and  secured 
lending  decisions  are  becoming  common.  For  example,  Lend- 
ingTree.com  uses  automated  decision  making  for  two  purposes: 
first,  to  decide  which  of  its  participating  banks  are  most  likely 
to  issue  a  mortgage  to  a  customer.  Second,  to  actually  offer 
four  mortgage  deals  within  a  few  minutes  to  a  customer,  using 
the  banks’  technology  or  its  own. 

DeepGreen  Bank  was  designed  from  the  ground  up  around 
automated  decision  technology  for  home  equity  loans.  Cus¬ 
tomers  can  complete  an  application  (including  reported  income) 
within  five  minutes,  and  an  automated  process  swings  into 
action.  The  system  pulls  a  credit  report,  invokes  a  scoring  algo¬ 
rithm,  accesses  an  online  valuation  of  the  property,  checks  fraud 


and  flood  insurance,  and  then  makes  a  loan  decision.  About  80 
percent  of  the  time  the  customer  receives  a  final  decision  within 
two  minutes.  The  system  automatically  selects  a  local  notary, 
and  the  customer  completes  the  process  by  choosing  a  closing 
date. 

One  of  the  first  industries  to  adopt  automated  decision¬ 
making  approaches  was  insurance,  which  has  been  exploring 
automated  underwriting  applications  for  over  a  decade.  The 
industry  was  also  an  early  adopter  of  arti¬ 
ficial  intelligence  and  expert  systems,  but 
those  efforts  (mostly  in  the  1980s)  did  not 
pay  off.  Now,  however,  the  use  of  rules- 
based  technology  in  underwriting  has 
become  pervasive  in  large  insurers’  per¬ 
sonal-lines  businesses,  and  it  is  penetrating 
the  more  complex  processes  of  small-busi¬ 
ness  underwriting.  There  have  also  been 
some  efforts  to  automate  decision  making  in  other  insurance 
processes,  including  claims,  but  adoption  in  these  areas  has 
been  slower. 

Other  industries  are  using  automated  decision  making  to 
do  a  variety  of  tasks,  including: 

■  Intelligent  ordering  and  treatment  protocols 
in  health  care 

■  Pricing  and  matching  of  demand  and  supply 
in  electronics  and  automobiles 

■  Supply  chain  optimization 

■  Call  center  scripting 

■  Extension  of  business  credit  and  financing 

■  Review  of  credit  portfolios 

■  IT  system  configuration 

Technology  Environment 

Although  automated  decision  making  is  becoming  a  mainstream 
business  activity,  the  technologies  and  vendors  that  support  it 
are  still  relatively  small  scale.  Most  organizations  use  “business 
rules”  technologies  that  are  available  from  a  few  small  vendors, 
such  as  Ilog,  Fair  Isaac  and  PegaSystems.  Some  industries,  such 
as  insurance,  have  industry-specific  packages  available  for  tasks 
such  as  underwriting,  which  can  shorten  the  time  to  implemen¬ 
tation.  Most  organizations,  however,  develop  their  own  custom 
systems.  The  technologies  involved  include  a  rule  language,  a 
rule  builder  and  development  environment,  a  rule  editor  and  a 
rule  repository.  Rules  are  often  embedded  within  other  applica¬ 
tions,  such  as  an  insurance  underwriting  workflow  system. 

One  major  difference  between  current  technology  and  its 
AI  parent  is  that  end  users  or  managers  generally  maintain  the 
rule  base,  rather  than  technologists.  In  insurance,  for  example, 
IT  people  and  consultants  often  work  with  underwriting 
experts  to  create  an  initial  rule  base,  but  ongoing  management 
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CIO  magazine  is  again  the  proud  recipient 
of  the  prestigious  2004  Grand  Neal 
Award— two  years  in  a  row!— the  top  edito¬ 
rial  honor  granted  to  one  publication  from 
nearly  1,300  entries  across  all  categories 
and  circulation  sizes.  CIO  also  won  Neal 
Awards  for  “Best  Single  Issue”  and 
“Best  Article.” 


Often  hailed  for  its  preeminence 
as  the  "Pulitzer  Prize  of  the  business 
press,”  the  Neal  Award  is  the 
business  publishing  industry’s 
annual  salute  to  individual  editors 
for  outstanding  editorial  excellence. 

*SOURCE:  CIO  READER  PROFILE  STUDY. 
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The  Neal  Award  judges  aren’t  the  only  ones 
who  prefer  CIO  magazine.  CIOs  choose  CIO 
as  the  one  publication  they  rely  on  most  for 
strategies  and  best  practices  for  managing 
information  technology.* 
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and  creation  of  new  rules  is  typically  done  by  the  underwriters 
themselves.  The  goal  is  not  just  to  establish  a  rule  base  but  to 
optimize  it.  If  the  system  has  been  operating  for  some  time  and 
there  is  sufficient  data,  it’s  possible  to  understand  the  contri¬ 
bution  of  each  individual  rule  to  profitability  or  some  opera¬ 
tional  measure  and  then  optimize  the  system  by  taking  out 
rules  that  don’t  add  value. 

Management  Issues 

One  of  the  greatest  challenges  for  managers  of  these  systems  is 
finding  a  sufficient  number  of  experts  to  both  create  the  system 
(this  typically  requires  several  full-time  experts  for  several 
months)  and  optimize  it.  One  manager  of  a  project  for  small 
business  insurance,  for  example,  had  to  unplug  systems  for 
some  policy  lines  because  he  didn’t  have  sufficient  experts  on 
staff  to  tune  the  system  and  optimize  the  rules.  He  could  use 
either  underwriting  experts  or  actuaries  for  this  purpose,  but 
neither  were  available  in  sufficient  numbers. 

While  experts  may  be  in  high  demand  and  short  supply, 
lower-level  contributors  aren’t  as  necessary  anymore.  Although 
we  heard  of  no  large-scale  layoffs  resulting  from  these  systems 
in  our  research,  one  might  assume  such  positions  will  be  filled 
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less  often  in  the  future.  Managers  need  to  think  about  how 
experts  will  be  developed  over  time  without  lower-level  jobs  to 
feed  these  positions.  When  experts  retire  or  leave  the  company, 
where  will  the  next  set  of  experts  come  from?  From  a  change 
management  standpoint,  managers  need  to  communicate  as 
early  as  possible  what  will  happen  to  jobs,  how  decision  mak¬ 
ing  will  be  automated  and  centralized,  and  what  decisions  peo¬ 
ple  will  make  versus  the  system.  Even  experts  may  have  issues 
with  the  change,  since  they’ll  deal  with  exceptions  and  hard 
cases  all  the  time,  rather  than  just  occasionally. 

This  brave  new  world  has  been  a  long  time  in  coming,  but  it 
is  clearly  upon  us  now.  Businesses  need  to  incorporate  auto¬ 
mated  decision  making  into  their  strategies  and  processes  or 
they  won’t  be  successful  for  long.  There  is  simply  too  much 
data,  and  too  many  decisions  to  be  made  on  it,  for  organizations 
to  pass  on  this  technology.  Some  jobs  may  be  lost,  but  firms 
that  improve  their  productivity  in  this  manner 
will  at  least  remain  in  business.  HE] 


Tom  Davenport  is  professor  of  IT  and  management  at 
Babson  College  and  an  Accenture  Fellow.  You  can  reach 
him  at  tdavenport@babson.edu. 
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Monte  Ford  I  Total  Leadership 


Truer  Colors 

Today’s  IT  workforce  is  mostly  white. 
Tomorrow’s  may  not  be.  Now  is  the  time  to  build 
an  IT  organization  that  welcomes  everyone. 

THE  MOST  IMPORTANT  DECISION  I  MAKE  AS  A  CIO  has  nothing 
to  do  with  technology.  It  has  to  do  with  whom  I  hire.  Whom 
I  hire  determines  the  skill  set,  culture  and  focus  of  my  organi¬ 
zation — and  also  its  diversity.  I  want  my  team  to  mirror  the 
entire  universe  of  talent  available  in  the  marketplace:  males, 
females,  youth,  experience.  And  it  should  include  minorities. 
Diversity  in  the  IT  workforce  is  not  an  abstract  social  goal, 
nor  an  exercise  in  human  engineering.  Rather  it  is  a  business 
necessity  to  preserve  this  country’s  technology  leadership,  not 
to  mention  my  own  company’s  competitiveness. 

This  isn’t  a  news  flash,  but  there  aren’t  enough  technology  pro¬ 
fessionals  available  domestically  to  fill  the  need  that  exists  today. 
Hiring  managers  have  to  be  creative.  One  way  I  try  to  counteract 
my  IT  worker  shortage  is  to  have  my  company  be  more  attractive 
than  others  to  a  broader  group  of  people  looking  for  IT  jobs. 

When  people  look  around  the  IT  organization  and  see  others 
that  look  like  them  or  have  similar  backgrounds,  the  entire  IT 
group  becomes  a  more  inviting  place  to  work — especially  as  out¬ 
siders  and  potential  recruits  see  it.  The  face  my  organization  pres¬ 
ents  says  a  lot  about  the  values  and  the  philosophy  of  my  team. 


A  face  that  is  multifaceted  reflects  openness  and  flexibility.  By 
openness,  I  mean  there  are  no  secret  formulas  for  advancement. 
By  flexibility,  I  mean  there  is  opportunity  to  cross-pollinate  posi¬ 
tions  and  skill  sets,  as  well  as  a  willingness  to  listen  to  new  ideas 
and  embrace  new  technologies.  If  my  company  recognizes  the 
inherent  business  value  of  a  diverse  community,  we  will  attract  the 
most  creative  people,  and  they  will  thrive  once  they  get  here. 
Minorities  have  to  feel  they  have  a  better  opportunity  for  success 
and  the  playing  field  is  more  level  in  IT  versus  other  professions. 

The  IT  employees  at  American  Airlines  are  diverse:  47  per¬ 
cent  female  and  30  percent  minority.  While  these  percentages 
are  respectable,  they  are  not  good  enough.  The  Dallas/Fort 
Worth  metropolitan  area,  where  my  company  is  headquar¬ 
tered,  is  approximately  30  percent  Hispanic  and  25  percent 
African-American.  We  are  still  trying  to  recruit  a  larger  share  of 
IT  professionals  from  those  groups. 
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Now  your  network  security  works  wherever  your  people  do. 


Whenever  your  people  access  your  network  remotely,  they  open  the  door  to  dangerous  threats  that  could  jeopardize 
your  entire  enterprise.  Symantec™  Client  Security  provides  network-level  protection  for  remote  users  by  integrating 
the  critical  security  tools— antivirus,  firewall  and  intrusion  detection— into  a  single  comprehensive  solution.  It 
automatically  determines  what  security  profile  a  remote  device  requires  and  seamlessly  implements  it  wherever 
that  device  is.  So  even  though  your  people  are  on  the  road,  as  far  as  hackers  and  viruses  are  concerned  they  never 
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Ways  to  Build  Your  Minority  Workforce 

Here  is  what  my  IT  organization  is  doing  as  we  work  toward 
our  goal  of  making  the  company — and  the  IT  profession — 
more  inviting  to  minorities: 

Look  hard  for  minority  hires.  There  are  fewer  minorities 
than  there  need  to  be  entering  the  IT  workforce,  so  you  have  to 
look  harder  to  find  them.  And  you  have  to  be  diligent.  We 
recruit  at  colleges  where  there  are  many  African-American  and 
Hispanic  students,  and  at  conferences  sponsored  by  minority 
professional  associations.  Then  we  make  sure  we  view  minori¬ 
ties  through  the  same  lens  as  we  do  others.  If  you  go  into  an 
interview  thinking  about  all  the  things  that  make  the  minority 
candidate  you  are  interviewing  different  from  the  rest  of  your 
team,  your  lens  needs  refocusing. 

Early  in  my  career,  I  worked  for  a  technology  company  that 
was  trying  to  open  up  into  the  financial  services  marketplace. 
I  reported  to  a  manager  who  told  me  I  would  not  be  success¬ 
ful  providing  solutions  to  the  largest  bank  in  town  because  I  am 
not  Caucasian  and  Ivy  League  educated.  (I  attended  North¬ 
eastern  University.)  He  suggested  I  take  on  a  smaller  account 
with  less  value  and  therefore  less  risk.  Needless  to  say,  I  declined 
his  offer  and  went  on  to  perform  very  well.  My  success  had  a 


lot  to  do  with  my  subsequent  managers — two  of  the  best  I 
have  ever  known.  Not  only  did  they  view  me  as  they  did  oth¬ 
ers,  they  considered  my  ethnicity  as  an  asset  to  the  team.  I  now 
make  a  conscious  effort  to  do  the  same. 

Actively  develop  minority  talent.  It  is  not  enough  just  to  hire 
minorities.  You  have  to  make  an  effort  to  develop  their  talent.  At 
American  Airlines,  we  try  to  identify  minorities  with  high  poten¬ 
tial.  Once  we  do,  it  is  important  they  get  the  same  attention  as 
nonminorities.  People  often  relate  best  to  those  with  whom  they 
have  cultural  similarities.  To  work  better  together  and  to  under¬ 
stand  each  other’s  talents,  we  have  to  get  to  know  each  other.  In 
my  IT  organization,  we  start  staff  meetings  with  updates  about 
our  lives  outside  of  work,  and  we  learn  what  we  have  in  com¬ 
mon.  When  we  put  together  individual  development  plans,  we 
make  sure  each  employee  understands  the  opportunities  they’re 
being  given  and  the  support  that’s  available  to  him.  Managers 
know  they  have  to  help  their  direct  reports  succeed. 

Create  an  environment  where  minorities  can  thrive.  The 
credibility  of  your  leadership  and  the  effectiveness  of  your  team 


depends  on  everyone  in  the  organization  having  the  same  view 
of  what  it  takes  to  be  successful.  In  an  environment  where 
minorities  can  thrive,  promotions  and  other  opportunities  are 
distributed  in  ways  that  reflect  the  talent  available.  The  distri¬ 
bution  should  be  somewhat  proportional  to  the  composition  of 
the  workforce  as  well.  If  most  of  the  people  on  your  “needs-to- 
improve”  list  are  minorities,  or  if  the  top-ranking  minorities 
in  your  IT  department  haven’t  earned  authority  within  your 
group,  you  have  a  problem  with  your  environment. 

We  have  struggled  to  balance  promotions  among  white  men, 
women  and  minorities.  In  order  to  address  the  challenge,  our  IT 
leadership  has  to  remain  conscious  of  our  goals.  We  are  learn¬ 
ing  how  to  achieve  them  as  we  go. 

Invest  in  the  future  IT  workforce.  Having  goals  and  objec¬ 
tives  for  the  technological  future  of  the  country  is  not  just  noble; 
it’s  necessary.  Though  projections  vary,  there’s  no  question  that 
the  percentage  of  minorities  in  the  American  workforce  is  grow¬ 
ing.  By  some  estimates,  minorities  will  account  for  33  percent 
of  the  workforce  by  2012  and  as  much  as  49  percent  by  mid¬ 
century.  Developing  the  technical  skills  of  minorities  is  the  only 
way  to  ensure  that  other  countries  don’t  surpass  us  as  technol¬ 
ogy  leaders. 

Corporations  and  their  IT  employees  have  numerous 
opportunities  to  reach  out  to  minorities  in  their  local 
communities  to  ensure  this  development  takes  place. 
Members  of  the  Black  Data  Processing  Association  pro¬ 
vide  mentoring  and  education  to  young  people  of  dif¬ 
ferent  ethnic  backgrounds.  In  Dallas,  the  “So  Smart” 
program  teaches  young  girls  to  explore  the  technical 
professions.  American  Airlines  employees  support  these 
organizations,  and  in  turn,  I  support  their  volunteer 
work.  Encouraging  all  your  employees — white  employees  as 
well — to  support  technology  initiatives  in  minority  communi¬ 
ties  will  help  to  ensure  we  have  enough  talent  to  fill  the  jobs  we 
create  in  our  profession  in  the  future.  Meanwhile,  you  can 
make  a  point  to  do  business  with  small  companies  owned  by 
women  and  minorities. 

Of  course,  there  are  broader  needs  to  be  addressed  regarding 
the  training,  development  and  competitiveness  of  this  country’s 
future  workforce,  including  bridging  the  “Digital  Divide”  created 
by  the  gap  in  computing  skills  between  poor  and  minority  students 
and  their  more  privileged  counterparts.  Yet  we,  as  CIOs,  can 
make  a  difference.  By  creating  an  environment  where  minorities 
feel  comfortable  and  fairly  treated,  we  will  attract  more  minori¬ 
ties  to  IT.  This,  in  turn,  will  enable  us  to  draw 
from  the  entire  universe  of  talented  people.  SEI 


Monte  Ford  is  senior  vice  president  and  CIO  of  American 
Airlines.  Send  your  thoughts  about  this  column  to 
leadership@cio.com. 


Developing  the  technical  skills  of  minorities 
is  the  only  way  to  ensure  that  other  countries 
don’t  surpass  us  as  technology  leaders. 
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Aligning  IT  with  business  processes 
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it  is  2X  more  collaborative,  3X  more  cost-effective,  5X  faster,  and  10X  more  flexible. 

Visit  US  at  WWW.aptSOft.com/challenge  and  take  the  AptSoft  Challenge.  See  how  you  can  align  your  existing 
systems  with  a  mission-critical  business  process — and  win  big! 


©  2004  AptSoft  Corporation.  All  rights  reserved. 

*Rules,  restrictions  and  limitations  apply.  Please  see  the  AptSoft  Challenge  website  at 
www.aptsoft.com/challenge  for  the  rules,  restrictions,  and  limitations  to  the  AptSoft  Challenge. 
You  may  also  request  a  copy  of  these  rules  to  be  mailed,  emailed,  or  faxed  to  you  by  contacting 
the  AptSoft  marketing  department  at  AptSoft  Corporation,  20  Mall  Road,  Burlington,  MA  01803, 
phone:  781-270-4900,  fax:  781-270-4904,  and  email:  info@aptsoft.com. 
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ADVERTISING  SUPPLEMENT 


Fast  Track 

^Alignment 

Agility  in  Today’s  Hyper-Competitive  Market  Requires 
Aligning  IT  and  Business  Processes:  Here’s  How  Two 
CIOs  Closed  the  “Alignment  Gap” 


An  insurance  company  with  over  $13  billion  in  assets  finds  its 
potential  online  customers  slipping  through  its  fingers.  Another 
enterprise— one  that  prides  itself  on  its 
expertise  in  building  customer  loyalty — 
can’t  quite  harness  the  customer  informa¬ 
tion  of  its  clients  in  real-time. 

Two  unique  breakdowns,  one  common 
solution:  Alignment  These  two  compa¬ 
nies  required  the  Business  Process/IT 
alignment  necessary  to  quickly  harmo¬ 
nize  technology  with  business  strategies, 
goals  and  needs.  To  achieve  alignment— 
a  task  they  realized  surpasses  traditional 
solutions  in  its  requirements  and  goals— 
they  turned  to  AptSoft. 

The  AptSoft  results  are  impressive: 
development  timeframes  shrank  from 

months  to  days,  benefits  in  the  form  of  increased  revenue  and 


Business 


Process 


Alignment  Gap 


Existing  Systems 


reduced  costs  were  captured  within  weeks  of  deployment, 
resulting  in  double  and  even  triple  digit  ROIs.  Read  on  to  learn 
how  these  CIOs  closed  the  alignment  gap— 
and  then  see  whether  your  organization  is 
ready  to  take  The  AptSoft  Challenge! 

Re:  Alignment 

For  years,  business  process/IT  alignment  has 
been  at  the  top  of  corporate  “to  do”  lists  for 
business  and  IT  leaders  alike.  Indeed,  as 
more  companies  grasp  alignment’s  impact  on 
corporate  agility,  the  practice  translates  into  a 
competitiveness  issue,  says  Mark  Ehr, 
research  director  at  Enterprise  Management 
Associates,  a  technology  analyst  firm. 
“Particularly  in  verticals  such  as  financial  serv¬ 
ices,  people  are  jumping  on  the  [alignment] 
bandwagon  because  they  realize  they  must  do  so  in  order  to  stay 
competitive,”  Ehr  says. 

But  historically,  progress  is  almost  always  frustratingly  slow. 

One  of  the  challenges  is  that  traditional  “best  practice”  solutions 
have  depended  on  a  combination  of  functionality  from  Enterprise 
Application  Integration  (EAI)  technology,  Business  Process 
Management  (BPM)  technology,  and  Business  Activity 
Monitoring  (BAM)  technology  along  with  generous  doses  of 
brittle  custom  code. 

Now,  though,  there’s  a  better  way— Event-Driven  Application 
Collaboration™  (EDAC)  from  AptSoft,  a  paradigm  shifting, 
standards-based  approach  to  alignment  that  speeds  up  the 
deployment— and  the  results.  “We  are  seeing  a  lot  of  move¬ 
ment  toward  event-driven  technology— which  could  help  bring 
about  the  ultimate  in  alignment  between  IT  and  business,” 
says  Les  Yeamans,  founder  of  ebizQ.net,  a  Web  portal  focused 
on  business  integration. 

^  CIOs  realize  that  the  alignment  gap  is  a  barrier  to  greater  agility. 


ADVERTISING  SUPPLEMENT 


Behind  the  Curtain 

The  architecture  put  together  by  AptSoft  is  “very 
unique,”  according  to  David  Cameron,  Vice  President  of 
Product  Integration  at  AptSoft.  While  commercial  inte¬ 
gration  software  and  custom-coded  solutions  depend 
upon  a  predictable  set  of  stable  business  requirements, 
by  focusing  on  the  requirements  for  alignment  AptSoft 
took  a  different  path. 

“We  realized  that  alignment  requires  an  approach 
that  is  flexible,  fast,  cost-effective,  and  collaborative 
so  that  end  users  and  IT  organizations  stay  on  goal,” 
says  Cameron,  “and  that  is  the  opposite  of  what  yes¬ 
terday's  solutions  provide.”  So,  features  such  as  com¬ 
pletely  decoupled  components  and  a  user-interface 
that  doesn't  require  any  knowledge  of  programming 
are  designed  to  facilitate  the  changes  that,  though 
critical,  can't  overcome  the  brittleness  of  current  solu¬ 
tions.  According  to  Cameron:  “Rather  than  assume  a 
stationary  set  of  tactics  in  support  of  a  strategic 
objective,  we  assumed  a  moving  set,  and  built  our 
software  to  enable  our  customers  to  execute  them 
successfully  over  and  over  again.” 

Frank  Chisholm,  AptSoft  CEO,  says  that’s  why 
AptSoft’s  approach  is  so  compelling  and  relevant  to 


Existing  Systems 


the  objectives  of  today's  CIOs. 
“I’ve  always  thought  the  time 
would  come  when  we  could 
leverage  years  of  technology 
development  to  create  a  solu¬ 
tion  that  could  fundamentally 
impact  how  business  is  con¬ 
ducted.  I  believe  for  aligning 
business  processes  with  IT, 
EDAC  is  that  solution.” 


Take  the  AptSoft 
Challenge 

How  serious  is  AptSoft  about  helping  companies  achieve 
business  process/IT  alignment?  So  serious  that  Frank 
Chisholm  invites  you  to  take  The  AptSoft  Challenge. 

Here’s  the  challenge  in  a  nutshell  according  to 
Chisholm.  “Together  we  identify  a  strategic  business 
process  to  align  your  existing  IT  systems  with,  and  we 
are  so  confident  that  we  can  deliver  a  working  proto¬ 
type  in  five  person-days,  that  if  we  don't  we  will  pay  the 
IT  resources  assigned  to  this  project  for  those  days”.* 

*  Don’t  miss  this  chance  to  close  the  alignment  gap  at  your  organiza¬ 
tion.  See  page  1  to  take  the  AptSoft  Challenge. 


EDAC 


AptSoft’s  EDAC  technology 
closes  the  alignment  gap. 


Case  Study:  Alignment  Supports  Growth  Goals 


To  bring  in  new  insurance  business,  the 
company  (which,  for  competitive  reasons, 
prefers  to  remain  anonymous)  had  set  up  a 
self-service  web  site  targeted  at  consumers. 
But  results  weren’t  measuring  up.  So,  in  July 
of  last  year,  the  CIO  offered  a  number  of 
vendors  the  opportunity  to  solve  this  strate¬ 
gic  problem:  too  much  activity  coming 
through  the  company  web  site  (particularly 
in  comparison  with  key  competitors)  was 
not  turning  into  business,  diminishing  rev¬ 
enues  and  reducing  the  effectiveness  of  the 
whole  marketing  organization.  Four  specific 
problems  needed  to  be  addressed: 

•  A  significant  percentage  of  quote 
requests  started  online  by  consumers 
were  simply  abandoned  incomplete.  The 
company  had  no  good  mechanism  for 
trying  to  rekindle  this  business; 

•  When  consumers  submitted  quote 
requests  for  automobile  insurance,  if 
they  failed  to  provide  a  vehicle  identifica¬ 


tion  number,  the  system  would  simply 
provide  a  default  price  estimate  based 
on  the  most  expensive  class  of  cover¬ 
age— a  luxury  automobile,  for  example. 
This  would  often  frighten  off  the 
prospective  customers,  so  the  company 
wanted  a  way  to  interact  in  a  timely  way 
indicating  that  providing  the  vehicle 
number  would  yield  a  more  accurate  and 
probably  much  more  appealing  price; 

•  When  consumers  claimed  to  have  had 
no  motor  vehicle  violations  for  two  or 
more  years,  the  insurer  needed  to  be 
able  to  seek  clarification  if  its  own  infor¬ 
mation  was  at  odds  with  this  assertion; 

•  Finally,  the  company  wanted  a  reminder 
mechanism  for  individuals  choosing  to 
insure  with  it  to  offer  them  the  opportu¬ 
nity  to  “up  sell"  -  acquiring  potentially 
profitable  additional  coverages  for  a 
nominal  charge. 


Together,  the  four  challenges  involved  the 
Web  application  itself,  the  call  center  infra¬ 
structure,  as  well  as  the  company’s  central 
database,  which  ran  on  an  IBM  mainframe. 

Based  on  the  compelling  return,  the 
fast  time-to-market,  and  the  flexibility 
AptSoft  was  able  to  demonstrate  using 
Event-driven  Application  Collaboration 
and  the  AptSoft  Director  Series,  the 
company  gave  AptSoft  the  go-ahead  to 
build  a  solution.  According  to  David 
Cameron,  AptSoft’s  Vice  President  of 
Product  Integration,  from  the  time  his 
team  got  the  go  ahead  to  build  the  solu¬ 
tion  in  late  January,  it  took  a  mere  two 
weeks  to  complete  development.  Within 
a  week  of  going  live,  the  system  had 
already  produced  dramatic  results. 
Indeed,  in  just  one  of  the  four  functional 
areas,  quotes  in  which  the  consumer 
failed  to  provide  a  vehicle  identification 
number,  the  system  delivered  business 
from  2,000  new  customers. 


Case  Study:  Alignment  Reduces  Costs,  Improves  Loyalty 


Circles™  Company  Associates,  Inc.,  the 
leading  provider  of  loyalty  management 
solutions,  is  another  company  that  recently 
seized  the  benefits  of  EDAC  by  adopting 
AptSoft’s  Director  series  software. 

Circles  needed  a  way  to  quickly  align  its 
own  applications  with  each  client’s  chang¬ 
ing  business  requirements.  The  company’s 
entire  value  proposition  is  built  around  the 
real-time  use  of  information  to  drive  busi¬ 
ness  processes.  Its  unique  suite  of 
concierge,  personal  assistance,  and  incen¬ 
tive  and  recognition  services  engage  the 
customers  and  employees  of  Circles 
clients  in  a  personal  and  memorable  way 
to  generate  value  from  increased  loyalty. 

Through  the  use  of  key  operational  sys¬ 
tems,  Circles  forges  an  ongoing  dialogue, 
providing  client  organizations  with  an 
opportunity  to  learn  more  about  their 
customer’s  and  employee’s  needs  and 
preferences.  Circles’  Personal  Assistants 


then  use  these  insights  to  offer  personal¬ 
ized  time-saving  services  that  make  its 
clients  indispensable. 

Deb  Ryley,  vice  president  of  IT  at  Circles, 
explains  that  clients  are  increasingly 
requiring  Circles  to  rapidly  integrate  key 
loyalty  management  processes  with  their 
own  internal  transactional  systems  and 
repositories.  “We  had  one  client  in  particu¬ 
lar  where  we  were  trying  to  automate  cus¬ 
tomer  verification,”  she  says.  “We  wanted 
to  reach  into  their  system  based  on 
account  numbers  and  pull  that  information 
into  our  Siebel  CRM  system.”  That  mem¬ 
ber  verification  process  would  then  push 
the  transactional  data  on  the  service 
request  to  Circles’  customer  automatically. 
The  client  required  Circles  to  provide  real¬ 
time  Service  Request  data,  and  used 
AptSoft  to  pull,  package  and  send  the 
data  to  the  client's  web  service,  eliminating 
the  need  for  Circles’  service  professionals 


to  re-enter  data  into  a  separate  system. 

The  challenge  initially  seemed  daunting. 
“We  are  a  small  company  so  we  wanted 
something  inexpensive  with  its  own  queuing 
system,”  says  Ryley.  And  Circles  wanted  to 
avoid  any  impact  on  the  process  that  the 
service  professionals  use  within  Circles 
itself  from  the  translation  and  movement  of 
data  to  a  repository.  “One  of  the  things  that 
was  appealing  about  AptSoft  Director," 
says  Ryley,  “was  that  it  was  configurable  in 
terms  of  creating  simple  business  rules.” 
Just  as  important,  AptSoft  came  in  and 
worked  with  Circles  through  deployment 
and  testing.  “We  started  working  with  them 
in  October  of  2003  and  launched  a  few 
months  later,"  Ryley  says. 

The  results  have  been  impressive,  and 
the  system  has  been  easy  to  maintain.  “We 
have  had  to  make  a  few  tweaks  to  the 
business  rules  and  logic,  but  that  has  been 
easy,”  she  says. 


“I've  always  thought  the 
time  would  come  when  we 
could  leverage  years  of 
technology  development 
to  create  a  solution  that 
could  fundamentally 
impact  how  business  is 
conducted.  I  believe  for 
aligning  business 
processes  with  IT,  EDAC 
is  that  solution." 

-Frank  Chisholm 
AptSoft  CEO 


High  Impact  Areas  to  Apply  the  AptSoft  Challenge 

The  AptSoft  Challenge  is  ideal  for  aligning  your  existing  IT  systems  with  processes  where  the 
business  logic  is  dynamic  and  changes  frequently.  Some  good  places  to  look  for  alignment 
opportunities  include: 

Online  activity  abandonment  and  cross-channel  coordination  (websites,  call  centers,  sales, 
marketing,  Interactive  Voice  Response  Systems  (IVRs),  transaction  processing,  distributors,  etc.) 

Customer/distributor  self-service  (IVRs,  websites,  call  centers,  issue  resolution,  intranets), 
customer  acquisition  (websites,  call  centers,  sales,  marketing,  distributors,  transaction  processing) 

Cross-sell  and  product  adoption  (websites,  call  centers,  sales,  marketing,  distributors, 
transaction  processing) 

Segment-driven  delivery  (marketing,  analytics,  field  service,  data  warehouses,  distributors, 
transaction  processing,  sales,  websites) 

Customer  retention  (websites,  distributors,  field  service,  call  centers,  sales,  marketing, 
transaction  processing) 

Distribution  channel  productivity  (distributors,  website,  intranets,  customer  service, 
transaction  processing) 

Supply  chain  productivity  (purchasing,  fabrication  controls,  receivables,  planning) 

Streamlined  provisioning  processes  (websites,  field  service,  call  centers,  distributors,  intranets, 
transaction  processing) 


Custom  Publishing 
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For  more  ideas,  visit  the  vertical  industries'  solutions  section  at  www.aptsoft.com 
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The  CIO’s  Knowledge  Marketplace 


You  need  information  and  you  need  it  now. 
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Don’t  waste  your  valuable  time  searching  high  and  low.  When  you  need  to  get 
your  to-do  list  done,  come  to  the  one  site  that  has  it  all.  From  strategies 
and  roles  to  technologies  and  tools,  the  CIO  Store 
offers  the  best  collection  of  research,  reports  and 
expert  advice  anywhere.  You  can  depend  on  the 
full  range  of  resources  offered  at  the  CIO  Store. 

The  Resource  for 

The  CIO  Store-when  you  need  to  get  smart,  fast.  Information  Executives 


STATE  OF  THE  CIO  2004 

HOWTO  SUC 


::  top  The  conflicting 
calls  to  keep  IT  costs 
down  yet  still  innovate 
with  IT  drive  CIOs  nuts, 
says  Dennis  L’Heureux, 
CIO  of  Rockford  Health. 


::  middle  For  CIOs  to 
succeed  in  difficult  times, 
says  Ken  Meidell,  CIO 
of  Cascade  Designs, 
it’s  essential  to 
face  up  to  reality. 

No  whining  allowed. 

::  bottom  Formerly  IT 
director  at  Stratex 
Networks,  B.  Lee  Jones 
was  named  CIO  because 
he  was  able  to  execute  IT 
projects  that  supported 
the  CEO’s  vision— 
so  says  his  CEO. 
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THE SURVEY: 

It’s  All  About  You 

WHAT  REALLY  MATTERS: 

Staying  in  the  Game 

CIO  AND  CEO: 

How  to  Work  with  Your  Boss 

COST-CUTTING  VERSUS  INNOVATION: 

Reconcilable  Differences 

THE  NO.  1  CHALLENGE: 

Managing  Expectations 


Our  third  annual  survey  of  more  than  500  heads  of  IT 
tells  us  what  successful  CIOs  are  doingto  meet  a  host  of 
new  challenges.. .and  what  others  are  failing  to  do 


BY  EDWARD  PREWITT  ■  CIOS  TODAY  LIVE  IN  A  WORLD  OF  QUESTIONS  WITH  NOT  A  LOT  OF  ANSWERS. 

Will  demands  for  cost-cutting  never  cease  ?  How  can  you  retain  ( or  gain )  a  seat  at  the 
executive  table?  What  does  your  CEO  expect  from  IT — and  how  realistic  are  those 
expectations?  The  answers  to  these  and  many  other  conundrums  will  determine 
your  future  and  the  future  of  IT  in  your  organization. 

In  truth,  the  CIO  role  has  been  changing  ever  since  it  came  into  being  two  decades 
ago.  But  “The  State  of  the  CIO  2004,”  our  third  annual  exclusive  survey  of  more 
than  500  heads  of  IT,  shows  an  uptick  in  the  demands  being  made  upon  CIOs.  For 
many  of  you,  the  pressure  has  never  been  greater  and  the  keys  to  success  never  harder 
to  find. 

Many  of  the  factors  behind  this  changing  dynamic  are  not  of  your  making  and 
some  are  out  of  your  control:  the  difficult  economy,  first  and  foremost,  but  also  new 
regulatory  challenges  such  as  Sarbanes-Oxley  and  the  maturation  of  the  offshore  out- 
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STATE  OF  THE  CIO  2004  II  OVERVIEW 


The  POWER  of 
PRODUCT  VITY 


sourcing  market  with  all  its  attendant  oppor¬ 
tunities  and  pitfalls. 

But  other  difficulties  have  arisen  in  areas 
that  CIOs  can  address  proactively.  Alignment 
between  the  business  and  IT  remains  fragile 
and  sometimes  elusive.  It’s  up  to  you  to 
improve  it.  Organizational  politics  affect  CIOs 
like  never  before,  as  your  success — and  your 
fate — has  become  tied  increasingly  to  that  of 
other  executives.  It’s  time  to  build  alliances. 
And  the  day-to-day  requirements  of  the  CIO 
role,  which  now  look  very  much  like  those  of 
any  other  business  manager,  raise  the  issue  of 
how  well  the  IT  background  of  the  typical  CIO 
prepares  him  for  the  job.  There  are  ways  to 
build  your  business  skills.  Employ  them. 

To  learn  how  your  peers  are  responding  to 
the  pressure,  to  these  changes  and  challenges, 
read  “What  Really  Matters:  Staying  in  the 
Game,”  Page  68. 

SAME  JOB, 

DIFFERENT  CONTEXT 

“The  State  of  the  CIO  2004”  survey  shows 
that  in  many  ways  the  content  of  the  CIO  j  ob 
hasn’t  changed  at  all.  The  same  three  skills  for 
job  success  have  topped  the  list  for  three  years 
running:  effective  communication,  strategic 
thinking  and  planning  capabilities,  and  an 
understanding  of  business  processes  and  oper¬ 
ations.  For  three  consecutive  years,  the  top  use 


was  a  new  but  related  entry  in  the  survey:  cre¬ 
ating  and  maintaining  healthy  relationships 
with  other  CXOs.  Membership  on  the  execu¬ 
tive  team  was  a  close  second. 

The  greatest  barriers  to  CIO  effectiveness 
this  year  were  unrealistic  or  unknown  expec¬ 
tations  from  the  business,  inadequate  budgets, 
and  a  lack  of  time  for  strategic  thinking  and 
planning.  These  concerns  also  appeared  near 
the  top  of  the  list  the  previous  two  years.  To  find 
out  how  your  peers  are  overcoming  these  hur¬ 
dles,  read  “The  No.  1  Challenge:  Managing 
Expectations,”  Page  96. 

Unfortunately  for  CIOs,  one  other  thing 
hasn’t  changed:  pressure  to  lower  IT  costs.  In 
“The  State  of  the  CIO  2004”  survey,  you  said 
the  major  impact  IT  had  on  your  organization 
was  to  reduce  the  cost  of  doing  business 
through  efficiency  gains  and  increased  pro¬ 
ductivity.  Then,  you  looked  at  the  coming  12 
months  and  said  that  cost-cutting  again  would 
be  your  major  focus.  More  proactive  uses  of 
IT — such  as  driving  innovation,  creating  com¬ 
petitive  advantage  and  enabling  growth — 
were  pushed  down  the  list  as  your  budget  fell 
too,  from  6.3  percent  of  total  revenue  last  year 
to  5.6  percent  this  year. 

But  some  other  aspects  of  how  you  do  your 
job  have  changed  greatly.  As  outsourcing  con¬ 
tinues  to  be  a  cost-cutting  strategy  of  first  resort 
( 80  percent  of  you  reported  using  outsourcers 


Less  money  for  IT... 

(IT  budget  as  a  percent  of  revenue) 

2004 


2003 


but  CIOs  are  staffing  up. 


48% 


2004-2005  2003 

will  hire  hired 

IT  staff  IT  staff 


CIO  RESEARCH 


37% 


half  of  CIOs  surveyed  reported  to  their  CEOs. 
Only  1 1  percent  reported  to  their  CFOs.  In  last 
year’s  survey,  the  percentage  reporting  to  CEOs 
dropped  to  47  percent,  while  the  percentage 
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of  your  time  has  been  interaction  with  other 
CXOs  and  with  business  executives.  (For  a 
complete  picture  of  this  year’s  findings,  see 
“The  Survey:  It’s  All  About  You,”  Page  57.) 

The  most  frequently  cited  best  practice  for 
adding  value  to  the  enterprise  in  last  year’s  sur¬ 
vey  was  serving  on  the  executive  management 
team.  This  year,  the  highest-impact  practice 


or  contract  service  providers,  sending  an  aver¬ 
age  of  20  percent  of  the  total  IT  workforce  out¬ 
side),  managing  this  external  workforce  has 
become  a  huge  and  challenging  part  of  the  job. 

WHO’S  IN  CHARGE? 

Most  significant,  your  reporting  relationships 
are  undergoing  a  shift.  Just  two  years  ago,  over 


reporting  to  CFOs  doubled.  This  trend  contin¬ 
ued  in  the  2004  survey.  The  largest  proportion 
(40  percent)  of  you  still  reported  to  your  CEOs, 
but  the  number  reporting  to  CFOs  grew  to  30 
percent.  This  shift  toward  CFO  reporting  was 
most  pronounced  among  CIOs  in  the  manu¬ 
facturing,  government  and  education  sectors. 

Taken  as  a  whole,  this  shift  in  reporting  rela- 
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Get  there  unth  people  who  have  been  there  before.' 
Finance  and  Accounting,  HR,  IT,  Internal  Audit  and  Supply  Chain 


IT’S  A  COMFORTABLE  CHAIR, 
UNLESS  YOU  HAVE  TO  SIT  IN  IT, 


Because  when  you  sit  here,  you  face  decisions. 

About  costs.  About  people.  About  how  to  survive. 

With  our  Associates  on  your  project,  with  their  skills  and  experience 

Those  decisions  become  easier. 

The  chair  becomes  more  comfortable. 


We’re  Resources  Connection. 
We  create  value  for  clients  by 
helping  them  execute  their 
strategies  more  cost-effectively. 
We  began  as  part  of  a  Big  Four 
firm;  now  we  are  independent 
and  publicly  traded.  Our 
heritage  attracts  the  best  project 
specialists,  veterans  of  the  Big 
Four  firms  and  FORTUNE  500" 
companies  -  so  they  know  how 
it  feels  to  sit  in  that  chair. 


800-900-1131 

resourcesconnection.com 
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rionships  may  reflect  a  change  in  how  IT  is 
viewed  within  some  organizations.  For  these 
enterprises,  the  need  to  hold  down  margins 
trumps  any  dream  of  innovating  with  IT — at 
least  until  the  economy  recovers  more  fully. 
CIOs  who  report  to  CFOs  labored  with  small  IT 
budgets  (3. 1  percent  of  total  revenue  versus  the 
average  of  5.6  percent),  outsourced  more  IT 
staff  and  spent  less  time  interacting  with  other 
CXOs.  Among  the  problems  these  CIOs 
reported  were,  not  surprisingly,  the  difficulty  of 
proving  the  value  of  IT,  and  a  lack  of  alignment 
between  IT  goals  and  business  objectives. 


diverged  on  a  few  significant  points.  Imple¬ 
menting  new  technologies — such  as  radio  fre¬ 
quency  identification  chips — was  near  the 
bottom  of  your  list  of  technology  priorities, 
whereas  that’s  one  of  the  things  CEOs  want 
from  you.  And  whereas  reduced  costs  was  the 
top  impact  you  expect  from  IT,  not  a  single 
CEO  listed  controlling  IT  costs  as  a  top  prior¬ 
ity.  Clearly,  not  all  CEOs  view  IT  as  a  cost  cen¬ 
ter  and  nothing  more.  To  learn  how  CIOs  are 
balancing  the  conflicting  demands  of  cutting 
costs  while  creating  competitive  advantage, 
see  “Cost-Cutting  Versus  Innovation:  Recon- 


so.  In  fact,  only  one  of  the  eight  high-impact 
practices  was  observed  by  more  than  65  per¬ 
cent  of  CIOs:  establishing  healthy  working 
relationships  with  other  CXOs,  which  nearly 
three-fourths  of  you  said  you  do. 

You  can’t  join  the  executive  team  or  report 
to  your  CEO  just  because  you  want  to,  but 
other  issues  are  more  within  your  power  to 
effect.  For  example,  in  the  2003  survey,  CIOs 
said  they  spent  a  lot  of  time  developing  IT 
leaders.  In  this  year’s  survey,  however,  staff 
development  fell  off  sharply  both  in  your  pri¬ 
orities  and  in  how  you  spent  your  time.  That 


were  not  necessarily  the 
most  practiced.  Being  a  member  of  the  executive  team  ranked 
high  on  the  CIOs’  list,  yet  only  58%  of  you  said  you  are  on  one. 


On  the  other  hand,  CIOs  who  reported  to 
CEOs  worked  with  IT  budgets  higher  than  the 
norm  (6.6  percent  of  total  revenue)  and 
received  a  higher  average  salary  ($187,436 
versus  $177,229  for  the  CFO  reporting 
group).  The  grass  is  greener  on  their  side. 

WHAT  THE  CEO  SAYS 

A  feature  new  to  “The  State  of  the  CIO”  sur¬ 
vey  this  year  is  a  pass-along  questionnaire 
from  CIOs  to  their  CEOs.  The  responses  from 
40  CEOs  (responses  not  viewed  by  their 
CIOs)  demonstrated  significant  alignment 
between  CIOs  and  CEOs,  along  with  a  few 
disconnects. 

These  CEOs  seemed  to  have  a  great  appre¬ 
ciation  for  you  and  for  technology.  They  put 
a  high  value  on  strong  working  relationships 
among  CIOs  and  other  CXOs  and  on  having 
CIOs  be  part  of  the  executive  team.  In  fact, 
they  were  more  prone  to  credit  IT  for  creating 
competitive  advantage  than  even  the  sur¬ 
veyed  CIOs. 

While  CIOs  and  CEOs  shared  many  of  the 
same  hopes  for  IT  in  the  coming  year,  they 


cilable  Differences,”  Page  88. 

The  pass-along  questionnaire  also  uncov¬ 
ered  discrepancies  between  how  CIOs  see 
themselves  and  how  others  see  them.  Whereas 
72  percent  of  you  claimed  to  have  healthy  rela¬ 
tionships  with  other  CXOs,  only  55  percent  of 
the  CEOs  agreed,  which,  true  or  not,  is  worri¬ 
some.  In  addition,  when  considering  eight  high- 
impact  practices  for  IT,  a  higher  percentage  of 
you  believed  that  these  practices  were  already 
in  place  than  did  your  CEOs.  (For  more  on 
aligning  with  your  CEO,  read  “CIO  and  CEO: 
Flow  to  Work  with  Your  Boss,”  Page  78.) 

SUCCEEDING  BY 
REALLY  TRYING 

“The  State  of  the  CIO  2004”  survey  reveals 
another  problem  concerning  those  eight  high- 
impact  practices  for  IT.  The  best  practices,  it 
turned  out,  were  not  necessarily  being  prac¬ 
ticed.  Being  a  member  of  the  executive  team 
ranked  number  two  on  the  CIOs’  list,  yet  only 
5  8  percent  of  you  say  you  are  on  one.  Report¬ 
ing  to  the  CEO  is  the  fourth  best  practice,  yet 
only  40  percent  of  the  survey  respondents  do 


seems  a  mistake,  given  that  69  percent  of  you 
said  IT’s  proper  role  in  the  enterprise  was  to 
“envision  business  opportunities  and  apply 
technology  to  achieve  them,”  rather  than 
merely  support  predefined  business  initiatives. 
Without  the  requisite  business  knowledge  and 
leadership  skills,  your  staff  will  be  hard-pressed 
to  collaborate  in  that  quest. 

The  survey  results  also  raise  a  troubling 
question  about  your  own  preparation  for  the 
role  of  IT  executive.  The  need  for  CIOs  to  be 
businesspeople  rather  than  technical  wizards  is 
a  theme  running  throughout  this  year’s  survey, 
yet  70  percent  of  you  said  you  came  to  the  job 
through  IT.  To  be  sure,  CIOs  with  IT  back¬ 
grounds  can  learn  business  skills.  (To  learn 
how  CIOs  are  doing  just  that,  turn  to  “The 
Career  Path  of  the  Complete  CIO,”  Page  105.) 
Yet  the  question  remains:  As  the  CIO  role 
changes  in  tandem  with  the  changing  business 
environment,  are  you  changing  fast  enough? 

The  pressure  is  not  going  to  go  away.  HEJ 


Senior  Editor  Edward  Prewitt  ( eprewitt@cio.com )  coor¬ 
dinated  this  year’s  "State  of  the  CIO"  special  report. 
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Get  your  "BlackBerry 
Extensibility  Kir 
Today! 


More  Than  Wireless  E-mail 
Order  the  BlackBerry  Extensibility  Kit  to  find 
out  how  you  can  improve  the  effectiveness  and 
efficiency  of  your  sales  force. 

Visit:  www.blackberry.com/go/exkit 


::  BlackBerry 


In  the  world  of  IT,  you  need  to  support  your  sales  force  while  saving  costs 
and  maximizing  performance.  With  the  BlackBerry®  Enterprise  Solution, 
you  can  give  your  sales  force  access  to  the  information  they  need.  And 
you  can  do  it  with  one  secure,  wireless  platform.  Best  of  all,  with  the 
BlackBerry  Enterprise  Solution,  you  can  extend  your  existing  CRM  and 
sales  databases  and  reinvent  the  sales  process  without  reinventing  the 
wheel.*  So  when  you're  ready  to  take  information  on  the  road,  leave 
complicated  integration  behind.  All  you  need  is  BlackBerry. 


•  Provides  advanced  security  including  advanced 
encryption,  handheld  password  protection,  wireless 
IT  security  commands  and  policies 

•  Provides  flexible  application  deployment  -  build 
in-house  or  with  help  from  a  systems  integrator  or 
independent  software  vendor 


•  Includes  server  software,  wireless  handhelds,  wireless 
service,  development  tools  and  support  programs 


The  BlackBerry  Enterprise  Solution  Difference 

•  Lets  you  extend  your  current  CRM  applications 
and  databases* 


©2004  Research  In  Motion  Limited  (RIM).  All  rights  reserved.  BlackBerry  is  an  end-to-end  wireless  solution  developed  by  RIM  The  RIM  and  BlackBerry  families  of  related  marks,  images  and  symbols  are  the  exclusive  properties  and  trademarks  of  RIM.  BlackBerry  and  'Always  On,  Always  Connected' 
are  registered  with  the  U.S  Patent  and  Trademark  Office  and  may  be  pending  or  registered  in  other  countries  *Check  with  service  provider  for  availability,  roaming  arrangements  and  service  plans.  Certain  features  outlined  in  this  document  require  a  minimum  version  of  BlackBerry  Enterprise  Server 
Software,  BlackBeny  Desktop  Software,  and/or  BlackBerry  Handheld  Software  and  may  require  additional  development  or  third  party  products  and/or  services  for  access  to  corporate  applications  Prior  to  subscribing  to  or  implementing  any  third  party  products  and  services,  it  is  your  responsibility 
to  ensure  that  the  airtime  service  provider  you  are  working  with  has  agreed  to  support  all  of  the  features  of  the  third  party  products  and  services.  Installation  and  use  of  third  party  products  and  services  with  RIM's  products  and  services  may  require  one  or  more  patent,  trademark  or  copyright  licenses 
m  order  to  avoid  infringement  of  the  intellectual  property  rights  of  others.  You  are  solely  responsible  for  determining  whether  such  third  party  licenses  are  required  and  are  responsible  for  acquiring  any  such  licenses.  To  the  extent  that  such  intellectual  property  If 
recommends  that  you  do  not  install  or  use  these  products  and  services  until  all  such  applicable  licenses  have  been  acquired  by  you  or  on  your  behalf  Your  use  of  third  party  software  shall  be  governed  by  and  subject  to  you  agreeing  to  the  terms  of  separate  s 
or  services  Any  third  party  products  or  services  that  are  provided  with  RIM's  products  and  services  are  provided  "as  is"  RIM  makes  no  representation,  warranty  or  guarantee  whatsoever  in  relation  to  the  third  party  products  or  services  and  RIM  assumes  no  lial 
party  products  and  services  even  if  RIM  has  been  advised  of  the  possibility  of  such  damages  or  can  anticipate  such  damages 


Keeping  up  with  new  customers. 

Kimberly-Clark  Corporation  is  home  to  some  of  the  world’s  most  trusted 
brands— like  HUGGIES  and  KLEENEX:  With  operations  in  43  countries, 
the  company  needed  to  simplify  its  operations.  HP  helped  them  implement 
a  standardized  IT  environment  that  streamlined  the  move  into  new  markets 
and  sped  the  integration  of  disparate  technology  into  their  operations. 
Today,  Kimberly-Clark  enjoys  a  41%  lower  TCO  of  IT,  and  is  able  to  stay 
ahead  of  its  customers. 

Solutions  for  the 


Your  business  skills  are  needed  more  than  ever, 
the  pressure  to  cut  costs  is  unrelenting,  and  your 
relationships  with  your  business  peers  could  be 
improved.  On  the  plus  side,  you’re  planning  to 
add  staff  and  your  CEO  may  have  more  faith  in 
you— and  in  IT— than  you  think. 


Who  you  are 
Your  IT  department 
How  you  do  your  job 
IT  impact 

The  CEO’s  view 
of  IT 


gatefold. 
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The  spinoff  that  acted  like  a  startup. 

Avaya,  a  global  leader  in  communication  software,  systems  and 
services,  spun  off  from  Lucent  with  a  legacy  IT  infrastructure  that, 
while  efficient,  wasn’t  nimble  enough  to  be  a  competitive  advantage. 
HP  partnered  with  Avaya  to  implement  IT  Service  Management  and 
HP  OpenView,  effectively  re-deploying  existing  technology  assets. 
Today,  IT  spending  is  down  30%.  Millions  have  been  saved  by  finding 
unused  capacity.  And  Avaya  answers  whenever  opportunity  calls. 
www.hp.com/adapt 
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1.  WHO  YOU  ARE 


SHOW  THEM  THE  MONEY 

The  proportion  of  IT  executives  who  report  to  their  CFO  is  on  the  rise,  from  11  percent  three  years  ago 
to  30  percent  today.  This  shift  is  concentrated  in  the  manufacturing  sector,  where  tight  margins  tend 
to  leave  little  room  for  innovation  with  IT.  By  contrast,  only  16  percent  of  CIOs  in  finance  and  insur¬ 
ance  companies  reported  to  their  CFOs.  (See  “What  Really  Matters:  Staying  in  the  Game,"  Page  68.) 


Your  title 

All  CIO  titles  49% 


Your  boss 

CEO 

CFO 
Other 


40% 

30% 

14% 


A 


Your  time  as  CIO 

Average:  5  years,  9  months 

36 


COO 

13%  'W 

Corporate  CIO 

4% 

40% 

30% 

20% 

10% 


|  20 
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29 

I  Is 


0% 

Less  than  2-5  5-10  More  than 
2  years  years  years  10  years 


VP/SVP 


Other 

6%  ^1^ 

CTO 

3% 

NOTE:  CIO  title  components  do  not 
add  to  49%  because  of  rounding. 


Your  tenure  in  current  job 

Average:  4years,  6  months 

50% - 42 

40% - mmmm — 

30%  25  BH  26 

20%  jjj^H  Hj 

T  ,  ^  ^  1/5  6 

o%  -  JHH.  Hi  IH 

Less  than  2-5  5-10  More  than 

2  years  years  years  10  years 


Your  average  compensation 

Wholesale/Retail/Distribution  $243,304 

Finance  $210,547 

Insurance  $197,697 

Manufacturing  $190,250 

Medical/Dental/Health  care  $171,032 

Government  $118,359 

Education  $93,750 


CIO  compensation  in 
large  organizations  was 

$113,143  GREATER, 

on  average,  than  in  small  organizations 


2.  YOUR  I.T.  DEPARTMENT 


PENT-UP  DEMAND 

You’re  feeling  a  little  more  optimistic  about  hiring  in  the  coming  year;  almost  half  of  CIOs  said 
their  IT  headcount  will  increase.  There’s  a  pent-up  demand  for  IT  workers  at  all  levels  and  for 
almost  all  skill  sets. 


Change  in  your  IT  headcount 


Levels  of  IT  employees 
you  expect  to  hire 


Increased 
Will  increase 

Decreased 
Will  decrease 

Stayed  the  samel 

Will  remain  I 
unchanged  I 

■  2003-2004  I 


37%  (by  an  average  of  13%) 

48% 


17%  (by  an  average  of  15%) 


Skill  set  you  will  need 
most  from  new  hires 


Infrastructure  technology 
(knowledge  of  several 
platforms  and  systems) 

Understanding  of  business 
processes  (e.g.,  P&L) 

Knowledge  of  IT  practices 
in  specific  industries 


|  46% 

Senior  Mid-  Junior  N/A 
level  level  level 

Emerging  technology 

■ 

j  42% 

NOTE:  Respondents  checked  all  answers 
that  applied. 

Open-source  technology  *4% 

2  months 

Other 

■ 

CIO  RESEARCH 


NOTE:  Percentages  may  not  add  up  to  100  because  of  rounding.  Not  all  respondents  answered  all  questions. 
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Your  responsibilities 


Enterprisewide  IT  85% 
Division's  IT  only  15% 


87% 

of  you 
are  male 


IT’S  NOT  ALL  ABOUT  I.T. 

IT  continues  to  be  the  primary  job  background  for  CIOs,  but  a  great  many  also  have  experience  in 
consulting,  business  operations,  administration,  even  finance  and  accounting.  The  survey  results 
reflect  the  current  demands  of  the  role.  CIOs  need  business  savvy;  an  all-IT  mentality  won’t  cut  it. 
(See  “The  Career  Path  of  the  Complete  CIO,”  Page  105.) 


Your  job  experience  other  than  IT 

62% 


Consulting 

Business  operations 
(not  IT  operations) 

Administration 


Customer  service 
Engineering 
Finance/Accounting 
Sales 
R&D 

Marketing 

Manufacturing/ 

Production 


45% 

34% 

26% 

25% 

H  24% 

1  21% 

|  20% 

|  19% 

_ 15% 

Logistics  m  13% 

Other  m  15% 

NOTE:  Respondents  checked  all  answers  that  applied. 


Primary  job  experience 
in  your  career 


Consulting  |  7% 

Business  operations  mm 
(not  IT  operations)  |  //o 

Finance/Accounting  j|  5% 

Administration  |  2% 

Engineeringj  \% 

Manufacturing/  I  10/ 

Production  I  1  0 

Marketing  |  1% 

Sales  |  1% 

Other  |  3% 

NOTE:  There  were  no  responses  for  customer  service, 
logistics  or  R&D. 


OUTSOURCING’S  REALITY  CHECK 

The  publicity  given  to  outsourcing  is  warranted,  but  the  panic  is  not:  80  percent  of  you  outsource 
domestically  or  use  contract  service  providers,  sending  20  percent  of  your  staff  outside,  on  average.  But 
when  the  smoke  is  cleared  from  this  hot  debate,  76  percent  of  you  do  not  expect  to  send  IT  work  overseas. 


Change  in  your  IT  labor  provided 
by  outsourcers  or  contract  service 
providers  in  past  year 

Increased  24%  (by  an  average  of  21%) 
Decreased  1 12%  (by  an  average  of  37%) 
same  64% 

IT’s  budget  as  percentage  of 
organizational  revenue 


Your  plans  for  offshoring  during  Regions  to  which  you  will  outsource 

next  12  months 


20% - 18 


Do  not  expect  to 

outsource  outside  the  U.S.  76% 

Increase  non-U. S.  outsourcing  14% 

Stay  the  same  8% 

Decrease  non-U. S.  outsourcing  2% 


India 


4 

■ 

East 

Asia 


Western  Russia  &  Latin  Other 
Europe  Eastern  America 
Europe 


Finance 

13.8% 

Government 

6.3% 

Education 

5.5% 

Insurance 

5.2% 

Wholesale/Retail/Distribution 

5.2% 

Medical/Dental/Health  care 

4.1% 

Manufacturing 

2.6% 

IT’s  budget  as  percentage  of  organizational  revenue, 
on  average,  fell  from  g  30^  in  2003  t05.6%. 


The  spinoff  that  acted  like  a  startup. 


Avaya,  a  global  leader  in  communication  software,  systems  and 
services,  spun  off  from  Lucent  with  a  legacy  IT  infrastructure  that, 
while  efficient,  wasn’t  nimble  enough  to  be  a  competitive  advantage. 
HP  partnered  with  Avaya  to  implement  IT  Service  Management  and 
HP  OpenView,  effectively  re-deploying  existing  technology  assets. 
Today,  IT  spending  is  down  30%.  Millions  have  been  saved  by  finding 
unused  capacity.  And  Avaya  answers  whenever  opportunity  calls, 
www. hp.com/adapt 


Solutions  for  the 


pp  ^ 


adaptive  enterprise. 
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3.  HOW  YOU  DO  YOUR  JOB 


HARD  WORK,  UNCERTAIN  RESULTS 

You  say  you  spend  more  time  working  with  the  business  than  you  do  on 
anything  else.  Yet  you  still  struggle  to  set  reasonable,  realistic  business- 
side  expectations  for  IT.  Hard  work,  it  seems,  is  not  always  rewarded. 
(See  “The  No.l  Challenge:  Managing  Expectations,"  Page  96.) 


EFFICIENCY  EXPERTS 

Your  top  priorities  center  on  squeezing  more  out  of  what  you  have.  Only 
after  that’s  accomplished  do  you  want  to  turn  to  generating  revenue  and 
creating  competitive  advantage  from  IT.  (See  “Cost-Cutting  Versus 
Innovation:  Reconcilable  Differences,”  Page  88.) 


The  personal  skills  most  pivotal 
for  your  success  as  a  CIO 


Ability  to  communicate  effectively 
Strategic  thinking  and  planning 

Understanding  business  processes  and  operations 

Understanding  industry  trends, 
market  forces  and  business  strategy 

Negotiation/sales  skills 
Thorough  knowledge  of  technology  options 
Technical  proficiency 


Your  biggest  barriers  to  job  effectiveness 

1.  Unrealistic  or  unknown  expectations  from  the  business 

2.  Inadequate  budgets 

3.  Shortage  of  time  for  strategic  thinking  and  planning 

4.  Difficulty  proving  the  value  of  IT 

5.  Lack  of  alignment  between  business  goals  and  IT  efforts 

6.  Risk  and  uncertainty  due  to  volatile  economic  conditions 

7.  Overwhelming  pace  of  technology  change 

8.  Lack  of  key  technical  skill  sets  within  IT 

9.  Lack  of  business  knowledge  within  IT  department 

10.  Inability  to  wield  effective  influence  and  negotiate  favorable  terms  with  vendors 


Your  technology  priorities 

1.  Integrate/enhance  systems  and  processes 

2.  Ensure  data  security  and  integrity 

3.  External  customer  service/Relationship  management 

4.  Redesign/rationalize  the  IT  architecture 

5.  Enable/enhance  e-commerce 

6.  Automate/optimize  the  supply  chain 

7.  Implement  new  technologies  such  as  grid  computing,  Web  services  and  RFID 

8.  Scale  IT  globally 

Your  management  priorities 


8.  Implement  mechanisms  for  IT  governance,  portfolio  management,  etc. 

9.  Ensure  regulatory  compliance 

10.  Enable/enhance  knowledge  management  and  leverage  intellectual  assets 

11.  Ensure  privacy  of  customer  and  employee  data 

12.  Measure  and  communicate  bottom-line  impact  from  IT 


How  you  spend  your  time 


Interacting  with  your  company’s 
CXOs  and  business  executives 

Strategic  planning 

Interacting  with  IT  vendors, 
outsourcers  and  service  providers 

Learning  about  technologies/ 
Making  strategic  systems  decisions 

Hiring,  developing  and  managing  the  IT  staff 

Leading  projects 

Managing  crises/Putting  out  fires 

Designing/optimizing  business  processes 

Budgeting 

Interacting  with  outside  business  partners, 
suppliers  (not  IT  vendors)  and  customers 


NOTE:  Respondents  checked  all  answers  that  applied. 


You  share  IT  spending 
control  with  CCO/ 

the  business:  30  yO 


You  share  IT  ROI 
responsibility  with 
the  business: 


47% 


NOTE:  Percentages  may  not  add  up  to  100  because  of  rounding.  Not  all  respondents  answered  all  questions. 
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You're  invited. 

(downtime,  excess  cost  and 
human  errors  are  not) 

See  a  live  InfraStruXure™ 
installation  today* 

REGISTER  NOW 
Online: 

Go  to  http://promo.apc.com 
and  enter  key  code  t691y 

By  Phone: 

Call  1-888-289-APCC  x3239 


Legendary  Reliability1 


•Registration  is  required  Qualified  IT  professionals  will  receive  e-mail  confirmation. 


Im  irtrtrl  (to  find  out  more  with  this 

YOU  Id  mVlieO.  valuable  free  white  paper) 

□  YES!  Please  send  me  my  FREE  white  paper  -  "Physical  Security  in  Mission  Critical  Facilities" 

□  NO,  I'm  not  interested  at  this  time,  but  please  add  me  to  your  mailing  list. 


Name:  Title: 


Company: 

Address:  Address  2: 


City/Town: State: Zig: Country: 

Phone: _  Fax: _ E-mail: _ 

I  |  Yes!  Send  me  more  information  via  e-mail  and  sign  me  up  for  APC  PowerNews  e-mail  newsletter. 

What  type  of  availability  solution  do  you  need? 

□  UPS:  0-1 6kVA  (Single-phase)  □  UPS:  10-80kVA  (3-phase  AC)  □  UPS:  80+ kVA  (3-phase  AC)  □  DC  Power 

□  Network  Enclosures  and  Racks  □  Precision  Air  Conditioning  □  Monitoring  and  Management  □  Cables/Wires 

□  Mobile  Protection  □  Surge  Protection  □  UPS  Upgrade  □  Don't  know 

Purchase  timeframe?  □  <  1  Month  □  1-3  Months  □  3-12  Months  □  1  Yr.  Plus  □  Don't  know 
You  are  (check  1):  □  Home/Home  Office  □  Business  (<1000  employees)  □  Large  Corp.  (>1000  employees) 

□  Gov’t.,  Education,  Public  Org.  □  APC  Sellers  &  Partners 

©2004  APC.  All  trademarks  are  the  property  of  their  owners.  ISX3D4EB-US_2c  •  E-mail:  esupport@apcc.com  •  132  Fairgrounds  Road.  West  Kingston,  Rl  02892  USA 


Key  Code  t691y 


POSTAGE  WILL  BE  PAID  BY  ADDRESSEE 


AMERICAN  POWER  CONVERSION 


ATTENTION  CRC:t691y 
Department:  B 
132  FAIRGROUNDS  ROAD 
PO  BOX  278 

WEST  KINGSTON  Rl  02892-9920 


1 . 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 II 1 1 1 1 1 . 1 1 1 1 1 1 . 1 II 1 1 1 1 1 1 1 1 1 


Howto 
Contact  APC 

Call:  (888)  289-APCC 

use  the  extension  on  the 
reverse  side 

Fax:(401)  788-2797 

Visit:  http://promo.apc.com 
use  the  key  code  on  the  reverse 
side 


Legendary  Reliability1 


are  not) 


From  Houston  to  Hong  Kong,  smart  IT  managers  everywhere 
are  trading  in  legacy  data  center  design  for  a  more  available, 
agile,  scalable  approach.  Finally,  racks,  power,  cooling,  and 
management  can  become  a  competitive  edge  that  moves  as 
fast  as  your  business,  rather  than  an  expensive  headache. 

The  opportunity  to  make  a  difference  is  real,  and  you  can  see 
it  working  at  a  site  near  you.  Come  and  see  the  future! 

Food  and  thought. 

You're  invited  to  represent  your  company  at  an  APC  Real-time 
InfraStruXure1"  Award  Dinner,  coming  to  a  city  near  you.  There,  not 
only  will  you  discover  the  latest  innovations  in  data  center  physical 
infrastructure,  but  you'll  enjoy  a  good  meal  on  us,  shared  with  some 
of  the  most  advanced  thinkers  in  the  industry.  What  better  way  to 
learn  how  your  peers  are  keeping  pace  with  InfraStruXure,  on- 
demand  architecture  for  network-critical  physical  infrastructure  than 
to  see  it  firsthand? 

Highly  available.  Adaptable.  Lower  cost. 


Infrastructure' 


On-demand  architecture  for  network- 
critical  physical  infrastructure 


hassles  than  legacy  design.  It's  a  rare  win-win  situation  -  you  save 
both  money  and  time,  allowing  you  to  invest  more  in  the 
applications  that  drive  real  competitive  advantage  for  your 
company.  After  all,  is  your  next  promotion  really  coming  from  your 
choice  of  battery  vendors? 

Join  the  crowd. 

Don't  miss  this  opportunity  to  see  industry  best  practices  in  action. 
See  firsthand  how  companies  worldwide  are  reaping  the  benefits  of 
InfraStruXure's  standardized,  pre-tested  approach  to  data  center 
design.  Because  this  exclusive  event  is  limited  to  IT  professionals, 
there  are  only  a  limited  number  of  available  openings. 


POWER  RACK 


Scalable,  modular  InfraStruXure  architecture  includes  power, 
cooling,  racks  and  physical  structure,  security  and  fire  protection,  and 
cabling,  as  well  as  the  management  and  servicing  of  these 
elements.  InfraStruXure  leaves  you  poised  to  quickly  adapt  to  change 
and  increase  system  availability  -  all  at  a  lower  cost  and  with  fewer 


Register  today! 

Events  fill  quickly,  and  if  we  are  unable  to  book  your  attendance 
at  your  first  choice,  we  will  do  our  best  to  accommodate  you  as 
quickly  as  possible. 


No  wires,  no  smoke  and  mirrors  -  just  higher  availability  and 
See  a  live  InfraStruXure"  installation  near  you  today/ 

To  Register:  Online  -  Go  to  http://pmo.apc.com  and  enter  key  code  t691y 
By  Phone  -  Call  1-888-289-APCC  (2722)  x3239 


lower  costs. 


Legendary  Reliability® 


‘Registration  is  required.  Qualified  IT  professionals  will  receive  e-mail  confirmation. 
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STATE  OF  THE  CIO  2004  ::  SURVEY 


YOU  CANT  ALWAYS  GET  WHAT  YOU  WANT 

Most  CIOs  think  IT  should  lead  the  business  rather  than  merely  support 
it.  But  until  the  economy  improves,  IT’s  major  contribution  will  continue 
to  be  lowering  costs.  (See  “What  Really  Matters:  Staying  in  the  Game,” 
Page  68.) 


THE  GAP  BETWEEN  STRATEGY  AND  EXECUTION 

The  top  practices  for  creating  IT  value  are  all  variations  on  working 
with  business  executives.  When  pressed,  however,  many  CIOs  con¬ 
fess  that  they  don’t  feel  they’re  on  an  equal  footing  with  their  C-level 
colleagues.  (See  “Howto  Succeed  Under  Pressure,”  Page  50.) 


How  CIOs  view 
IT’s  role  in  the 
organization 

IT  should  proactively 
envision  business 
opportunities  and 
apply  technology 
to  achieve  them  69% 

Your  view  of  IT’s  impact 
on  the  enterprise 

2004-2005  2003 

expectations  in  hindsight 

1 

Reduce  costs  through  efficiency/increased  1 
productivity 

2 

Enable/drive  business  innovation 

3 

3 

Create  or  enable  competitive  advantage 

5 

4 

Enable  growth 

2 

IT  should  1 
support 
and  enable 

9  5 

Improve  external  customer  satisfaction 

4 

6 

Enable  regulatory  compliance 

9 

predefined 
business 
initiatives  31% 

7 

Generate/enable  new  revenue  streams 

10 

8 

Enable  global  operations 

6 

9  Streamline  the  supply  chain 

7 

10  Grow  existing  revenue  streams 

8 

High-impact  practices  for  IT 


Your  ranking  How  often  you 

of  effectiveness  actually  do  it 


1 

Form  healthy  relationship  with  other  CXOs 

72% 

2 

Join  the  executive  team 

58% 

3 

Align  IT  objectives  with  the  CEO’s  objectives 
and  overall  business  strategy 

65% 

4 

Report  to  the  CEO 

40% 

5 

Put  financial  controls  in 
place/proactively  manage  risk 

56% 

6 

Communicate  the  financial  impact  of  IT  initiatives, 
including  value  and  costs 

62% 

7 

Use  sound  governance  methods  for  IT  investment 

53% 

8 

Develop  the  business  and  leadership  skills  of  IT  staff 

63% 

5.  THE  CEO’S  VIEW  OF  I.T. 


Results  of  the  CEO 
pass-along  survey 


WORK  WITH  WHAT  YOU  HAVE 

CEOs  wanted  you  to  do  more  with  existing  IT  systems.  Their  priorities  included  integration,  align¬ 
ment  and  efficiency.  At  the  same  time,  they  expected  IT  to  reduce  costs.  Only  after  these  things 
were  accomplished,  did  CEOs  want  to  see  IT  generate  growth  and  competitive  advantage.  (See 
“CIO  and  CEO:  How  to  Work  with  Your  Boss,”  Page  78.) 


What  CEOs  say  are  the  skills  most 
pivotal  for  CIO  success 


Ability  to  communicate 
effectively 


Strategic  thinking 
and  planning 


Understanding  business  /'  65% 

processes  and  operations 


Thorough  knowledge  HH  330/,, 
of  technology  options  HIHH 


Understanding  industry 
trends,  market  forces 
and  business  strategy 

Negotiation/Sales  skills 


Technical  proficiency 


NOTE:  Respondents  checked  all  answers  that  applied. 


CEOs’  technology  priorities 

1.  Integrate/enhance  systems  and  processes 

2.  External  customer  service/Relationship 
management 

3.  Ensure  data  security  and  integrity 

4.  Implement  new  technologies  such  as  grid 
computing,  Web  services  and  RFID 

5.  Automate/optimize  the  supply  chain 

6.  Enable/enhance  e-commerce 

7.  Redesign/rationalize  the  IT  architecture 

8.  Scale  IT  globally 


CEOs’  management  priorities  for  IT 


1.  Align  IT  and  business  goals 

2.  Increase  business  efficiency  through  IT- 
enabled  process  improvement 

3.  Create  competitive  advantage  through  IT 

4.  Improve  internal  customer  (user)  satisfaction 

5.  Control  IT  costs 

6.  Enable/enhance  knowledge  management 
and  leverage  intellectual  assets 

7.  Develop  staff/leadership/business 
skills  within  IT 

8.  Improve  project  management  discipline 

9.  Measure  and  communicate  bottom-line 
impact  from  IT 

10.  Ensure  regulatory  compliance 

11.  Ensure  privacy  of  customer  and  employee  data 

12.  Implement  mechanisms  for  IT  governance, 
portfolio  management,  etc. 


Continued  on  Page  66 


NOTE:  Percentages  may  not  add  up  to  100  because  of  rounding.  Not  all  respondents  answered  all  questions. 
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($)  SINGLE  PLATFORM 
FOR  OTP  AND  PKI 


,(*)  PROVEN  SECURITY 
INFRASTRUCTURE 


''<*) 

OPEN 

STANDARDS 


UP  TO  40%  LOWER  TCO 


Introducing  VeriSign®  Unified  Authentication 

Where  one  platform  manages  multiple  credentials. 
Where  authentication  is  easily  integrated  and  deployed. 
Where  TCO  takes  a  double-digit  dive. 


Introducing  VeriSign®  Unified  Authentication:  a  single,  open,  integrated  platform 
designed  to  leverage  your  existing  infrastructure.  Deploy  multiple  strong  credentials 
such  as  One-Time  Passwords,  USB  tokens,  and  PKI;  scale  your  network  security;  and 
reduce  your  TCO  up  to  40%— without  getting  locked  into  a  proprietary  system.  For  more, 
visit  www.verisign.com/unified-authentication.  VeriSign.  Where  it  all  comes  together.’" 


€>2004  VeriSign.  Inc.  All  rights  reserved.  VeriSign.  the  VeriSign  logo.  "Where  it  all  comes  together."  and  other  trademarks,  service  marks,  and  logos  are  registered  or  unregistered  trademarks  of  VeriSign  and  its  subsidiaries  in  the  United  States  and  in  foreign  countries 
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5.  THE  CEO’S  VIEW  OF  I.T. 


I.T.  DOES  MATTER- IN  THEORY 

CEOs  put  great  stock  in  IT's  place  in  the  enterprise,  but  they  weren’t  so  sanguine  about  actual  IT 
practices.  CEOs  said  that  having  CIOs  on  the  executive  team  was  a  good  thing,  as  were  strong  work¬ 
ing  relationships  between  CIOs  and  other  CXOs.  But  a  smaller  percentage  of  CEOs  believed  these 
and  other  best  practices  were  already  in  place  than  did  their  CIOs. 


CEOs’  view  of  IT  impact  High-impact  practices  for  IT 

on  the  enterprise 


CEOs’  view  of  IT  role 
in  the  organization 


2004-2005  2003 

expectations  in  hindsight 


1 

Reduce  costs  through  efficiency/ 
increased  productivity 

1 

2 

Enable/drive  business  innovation 

5 

3 

Create  or  enable  competitive  advantage 

2 

4 

Enable  growth 

3 

5 

Improve  external  customer  satisfaction 

4 

6 

Enable  regulatory  compliance 

8 

7 

Enable  global  operations 

6 

8 

Streamline  the  supply  chain 

10 

9 

Generate/enable  new  revenue  streams 

9 

10  Grow  existing  revenue  streams  7 


CEOs’  ranking  How  often  CEOs  think 

of  effectiveness  CIOs  practice  these 


1 

Form  healthy  relationship  with  other  CXOs 

55% 

2 

Join  the  executive  team 

53% 

3 

Align  IT  objectives  with  the  CEO’s  objectives 
and  overall  business  strategy 

60% 

4 

Report  to  the  CEO 

35% 

5 

Communicate  the  financial  impact  of  IT  initiatives, 
including  value  and  costs 

60% 

6 

Develop  the  business  and  leadership  skills  of  IT  staff 

60% 

7 

Put  financial  controls  in  place/ 
proactively  manage  risk 

55% 

8 

Use  sound  governance  methods  for  IT  investment 

35% 

IT  should  proactively 
envision  business 
opportunities  and 
apply  technology 
to  achieve  them  56% 


IT  should 
support 
and  enable 
predefined 
business 
initiatives  44% 


NOTE:  Percentages  may  not  add  up  to  100  because  of  rounding.  Not  all  respondents  answered  all  questions. 


“THE  STATE  OF  THE  CIO  2004"  SURVEY  METHODOLOGY 


CIO's  third  annual  “State  of  the  CIO"  survey  was  administered  online  from 
April  19  to  May  19, 2004.  CIOs,  CTOs  and  vice  presidents  in  charge  of  IT  were 
randomly  selected  from  our  circulation  file  and  invited  to  take  the  survey.  The 
findings  shown  are  based  on  the  responses  of  544  heads  of  IT  from  a  broad 
range  of  industries.  The  results  of  the  study  are  statistically  valid.  The  margin 
of  error  for  the  su  rvey  is  ±4%. 

Like  the  surveys  of  the  two  previous  years,  this  study  asked  top  IT  execu¬ 
tives  about  their  career  paths,  job  tenure,  compensation  and  reporting 
relationships.  We  surveyed  respondents  about  the  requirements  of  the  job 
of  CIO  and  how  they  perform  it-their  skills,  time  management,  priorities  and 
hurdles.  We  asked  about  the  best  practices  for  managing  IT  and  partnering 
with  the  business  units. 

Small  organizations  (those  reporting  annual  revenue  of  $100  million  or 
less)  accounted  for  25%  of  survey  responses,  midsize  organizations  (annual 
revenue  of  $101  million  to  $999  million)  for  52%  of  responses,  large  organiza¬ 
tions  (annual  revenue  of  $1  billion  to  $4.9  billion)  for  14%  of  responses,  and 


very  large  organizations  (annual  revenue  of  $5  billion  or  more)  for  9%  of 
responses.  Respondents  came  from  a  broad  range  of  industries,  including: 
manufacturing/process  industries  (18%);  health  care  (12%);  wholesale/ 
retail/distribution  (10%);  federal,  state,  local  government  and  military  (9%); 
insurance/real  estate/legal  (7%);  computer-related  (7%);  finance  (6%); 
transportation/utilities  (6%);  education  (6%);  and  other  (17%). 

This  year’s  “State  of  the  CIO"  survey  was  accompanied  by  a  pass-along 
questionnaire  from  CIOs  to  their  CEOs.  Forty  CEOs  answered  questions  on 
how  they  view  the  role  of  IT  in  the  enterprise  and  best  practices  for  IT.  The 
CEOs’  responses  were  not  viewed  by  their  CIOs.  Small  organizations 
accounted  for  43%  of  CEO  survey  responses,  midsize  organizations  for  36% 
of  responses,  and  large  organizations  (annual  revenue  of  $1  billion  or  more) 
for  26%  of  responses. 

Visit  our  website  at  www.cio.com/state  to  see  exact  sampling  numbers 
and  to  order  copies  of  “The  State  of  the  CIO”  research  reports. 

-E.P. 


CIO  RESEARCH 
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The  first  name  in  reliable  staffing  is  also  the  first  name  in  reliable,  skilled  anc 
need  talented  people  fast,  call 


at  1-86 


4 

| £  .  s'  , 

STATE  OF  THE  CIO  2004  "  ROLE 


WHAT  REALLY  MATTERS: 


STEPS 

TO  SUCCESS 


"  If  you  find  yourself  with 
a  new  boss,  work  hard 
to  make  him  or  her  look 
good. 

::  Build  a  strong  business 
case  for  all  IT  invest¬ 
ments. 

::  Get  to  know  the 
movers  and  shakers  in 
the  business  and  find 
out  what  would  make 
their  jobs  easier. 


In  the  end, 
to  whom  the  CIO 
reports  matters 
less  than  whether 
he  or  she  is  a 
member  of  the 
executive  team 
and  a  valued 
company  player 

BY  STEPHANIE  OVERBY 


CIO  KEN  MEIDELL  WAS  RIDING  HIGH. 

The  company  he  worked  for — Cascade 
Designs,  a  manufacturer  of  outdoor  gear — 
had  acquired  a  big  competitor  in  2001,  and 
the  CEO  charged  Meidell  with  the  huge  job 
of  integrating  its  systems  with  Cascade’s.  Life 
was  good.  “My  department  and  our  projects 
were  the  center  of  the  universe,  and  whatever 
we  asked  for,  we  generally  got,”  he  recalls. 

The  integration  work  was  finished  during 
the  third  quarter  of  2002.  And  IT  was  no 
longer  at  the  core  of  the  company’s  cosmos. 
“All  of  a  sudden  I  had  to  face  a  world  of  con¬ 
straints  because  other  things  were  suddenly 
more  important  than  IT,”  Meidell  says. 
“Clearly  my  gold  star  had  worn  off.” 

Most  IT  executives  today  are  in  the  same 
boat.  To  differing  degrees,  they’re  dealing  with 
a  reality  that — to  an  outsider  at  least — seems  a 
less  than  ideal  environment  for  success.  The 
number  of  CIOs  who  maintain  direct  report¬ 
ing  relationships  to  CEOs  is  down,  from 
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“If  you  are  a  member  of  THE  EXECUTIVE  TEAM. 

you  have  the  passport  to  go  around  the  organization,  to  work  with  the 
business  and  get  the  job  done.” 

-David  Price,  VP  of  IT  at  the  National  Multiple  Sclerosis  Society 


5 1  percent  three  years  ago  to  40  percent  today; 
the  percentage  of  CIOs  reporting  to  CFOs  is  on 
the  rise,  from  1 1  percent  to  30  percent  over  the 
same  three-year  period,  according  to  “The  State 
of  the  CIO  2004”  survey.  The  CIOs  who  report 
to  CFOs  were  concentrated  in  the  manufactur¬ 
ing  sector.  Nearly  half  of  manufacturing  CIOs 
report  to  CFOs,  compared  to  only  22  percent 
of  the  survey  respondents  from  all  other  indus¬ 
tries  combined.  And  there  are  growing  discon¬ 
nects  between  top  management  and  the  CIO. 
More  than  two-thirds  of  CIOs  say  they  view 
their  role  as  proactively  envisioning  business 
opportunities — a  strategic  role — yet  one  of 
CEOs’  top  management  priority  for  IT  is 
increased  business  efficiency,  which  is  tactical. 

To  make  matters  worse  for  heads  of  IT,  their 
seniority  has  slipped.  Whereas  68  percent  of 
last  year’s  survey  respondents  held  the  title  of 
CIO,  only  49  percent  did  this  year.  The  per¬ 
centage  called  “director”  or  “unspecified”  shot 
up,  from  14  percent  last  year  to  35  percent  this 
year.  Non-CIO  titles  are  most  prominent  in  the 
manufacturing  sector  and  in  government  agen¬ 
cies.  In  light  of  that  downgrade  in  rank,  it’s  not 
surprising  that  IT  budgets  also  dropped  in  the 
past  year,  from  6.3  percent  of  total  revenue  in 
“The  State  of  the  CIO  2003”  survey  to  5.6  per¬ 
cent  of  revenue  in  this  year’s  survey. 

The  net  effect  is  paradoxical.  “CEOs  and 
boards  are  telling  CIOs,  Don’t  fail;  don’t  take 
any  risks  please,”  says  Robert  Charette,  a  Fel¬ 
low  at  the  Cutter  Consortium,  an  IT  advisory 
firm.  “On  the  other  hand,  the  corporation  is 
also  saying  to  keep  cutting  costs.  And  how  do 
you  cut  costs?  You  have  to  be  innovative  and 
do  things  that  are  different  and  new.  The  cor¬ 
poration  is  telling  CIOs,  Take  risks,  but  don’t 
take  risks.”  (For  more  on  this  subject,  read 
“CIO  and  CEO:  How  to  Work  with  Your 
Boss”  on  Page  78.) 


Even  so,  successful  CIOs  are  finding  ways 
to  make  themselves  heard  in  the  executive 
suite.  For  the  truth  is  there  is  only  one  thing 
that  can  singlehandedly  sink  a  CIO:  losing 
strategic  partner  status  within  the  company. 
In  the  end,  what  matters  more  than  whom 
CIOs  report  to — more  than  the  size  of  their 
budgets  and  more  than  the  length  of  their 
tenures — is  whether  the  CIO  is  a  member  of 
the  executive  team  (officially  or  unofficially) 
and  a  valued  player  at  that  level.  “  [That]  is  the 
key.  If  you  have  that,  you  have  the  passport  to 
go  around  the  organization,  to  work  with  the 
business  and  get  the  job  done,”  says  David 
Price,  vice  president  of  IT  at  the  National  Mul¬ 
tiple  Sclerosis  Society  (NMSS).  “If  you  don’t, 
you’ll  be  put  in  a  box  that  you  can’t  get  out  of, 
and  it  will  be  very  hard  to  be  heard.” 

The  good  news  is  that  earning  and  keeping 
that  seat  at  the  table  is  something  CIOs  actually 
can  control  by  making  the  most  of  their  report¬ 
ing  relationships,  aligning  themselves  with  key 
players  in  the  business,  creating  a  strategic  plan 
for  IT  and  providing  real  returns  for  the  busi¬ 
ness.  Here’s  a  look  at  what  some  successful 
CIOs  are  doing  to  make  sure  they  remain  valued 
players  within  their  own  companies. 

MAKE  THE  BOSS  LOOK  GOOD 

The  first  thing  to  realize  is  that  CIOs  aren’t 
alone  in  the  status  quo  shake-up  of  recent 
years.  “With  the  push  toward  Sarbanes-Oxley 
compliance  and  governance  in  general,  peo¬ 
ple  are  very  worried  about  the  financial 
impact  of  IT  systems.  CEOs  now  have  to  start 
reporting  to  the  board  about  strategy,  so  even 
the  CEO  has  been  demoted,”  Charette  says. 

Still,  that  serves  as  little  comfort  to  IT  execu¬ 
tives  whose  spending  is  being  more  closely  scru¬ 
tinized  than  before,  by  CFOs  rather  than  CEOs. 
The  attendant  shift  in  reporting  relationships  is 


unlikely  to  change  anytime  soon.  CIOs  who 
want  to  remain  or  become  a  part  of  the  execu¬ 
tive  team  will  need  to  make  the  most  of  their 
reporting  relationships,  whatever  they  may  be. 
“  You  have  to  get  to  know  the  person  [you  report 
to],”  says  Price,  whose  boss  at  NMSS  is  the 
CEO.  “A  bad  CEO  can  make  your  life  miser¬ 
able.  A  great  CFO  can  enable  you.” 

If  your  boss  is  the  CFO,  success  can  mean  a 
more  compelling  financial  case  for  IT.  “If  you 
can’t  show  how  you’re  going  to  manage  finan¬ 
cial  risks,  he’s  probably  not  going  to  let  you 
go  up  and  make  your  pitch  to  the  executive 
team  or  the  board.  And  even  if  you  are 
allowed  to,  the  CFO  can  sit  on  his  hands  and 
not  support  you,”  Charette  says.  “But  if  you 
do  a  good  job,  and  IT  is  delivering,  your  boss 
is  going  to  want  to  show  you  off.” 

Making  her  boss  look  good  is  a  major  rai¬ 
son  d’etre  for  Jennifer  Creger,  CIO  of  Omni 
Bank  in  Metairie,  La.,  who  reports  to  the  sen¬ 
ior  vice  president  and  CFO.  A  CPA  by  train¬ 
ing,  Creger  puts  every  significant  IT  project 
through  a  cost-benefit  analysis,  which  makes 
her  boss — and  his  boss,  the  CEO,  and  his  boss, 
the  board — happy. 

And  Creger  reaps  the  rewards.  “There  is 
always  money  available  for  IT  if  an  initiative  is 
going  to  improve  the  bottom  line  or  grow  the 
company,”  says  Creger,  whose  budget  has 
actually  doubled  over  the  past  year.  Creger  is 
now  also  a  member  of  the  executive  team — a 
first  at  the  bank.  That  means:  “I  am  able  to 
have  that  monthly  interaction  with  the  CEO 
and  interact  with  my  peer  group  on  a  regular 
basis,”  says  Creger,  whose  dealings  with  those 
folks  would  otherwise  be  filtered  through  the 
CFO.  As  a  result,  the  CEO  has  included  her  in 
creating  the  long-term  strategic  plan  for  the 
bank.  That,  more  than  anything,  Creger  says, 
“gives  me  comfort  that  I  am  an  influencer.” 
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CIOS  FACE  DOZENS  OF  DECISIONS  EVERY  DAY. 

From  managing  budgets  to  setting  technology  strategies,  the  choices  they 
make  can — and  do — dramatically  affect  the  success  of  their  enterprises. 

In  addition,  they  know  they  must  get  the  best  possible  value  from  every 
choice.  Informed  IT  executives  know  that  it's  not  enough  to  slice  5  percent  out 
of  a  budget  or  to  wring  pricing  concessions  from  a  vendor.  They've  got  to  prove, 
again  and  again,  that  every  technology  in  use  at  their  companies  is  worth  the 
investment.  As  Toshio  Morohoshi,  president  and  CEO  of  Fujitsu  Computer 
Systems,  puts  it,  "Every  day,  CIOs  are  asked  to  help  build  business  value,  drive 
revenue  and  help  use  technology  to  provide  a  competitive  advantage — and  to 
do  so  cost-effectively." 

To  accomplish  those  goals,  many  CIOs  are  turning  to  total  cost  of  ownership 
(TCO)  methodologies.  TCO,  which  assesses  both  the  direct  and  indirect  costs 
and  benefits  of  each  potential  IT  purchase,  helps  CIOs  create  effective  cost  justi¬ 
fication  that  reflects  the  business  value  of  IT  as  well  as  supports  the  capital 
investment. 

TCO  is  a  valuable  tool  for  CIOs  bent  on  getting  a  full  measure  of  worth  for 
their  IT  dollars.  By  choosing  technologies  that  pay  off  over  the  long  run,  they 
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can  be  assured  of  building  an  IT  infrastructure 
that  truly  supports  the  business. 

However,  the  exercise  is  anything  but  simple, 
and  it's  tough  to  pull  off  alone.  "TCO  is  an 
important  investment  methodology,  and  to  suc¬ 
ceed  it's  vital  that  CIOs  choose  technology  part¬ 
ners  who  can  help  them  reach  their  goals," 
Morohoshi  says. 

As  a  $45  billion  global  enterprise  with  unparal¬ 
leled  expertise,  Fujitsu  is  such  a  partner.  Drawing 
upon  its  65-plus  years  of  experience  in  the  IT 
industry,  Fujitsu  thoroughly  understands  com¬ 
plex  enterprise  infrastructures  and  knows  how  to 
enhance  them  with  products,  services  and  solu¬ 
tions  to  achieve  maximum  business  performance. 


Price,  performance,  reliability— all  reasons  why  Canadian  Tire  Retail  and  the 
Canadian  Tire  Dealers' Association  chose  Fujitsu's  TeamPoS  2000  retail  point-of- 
sale  terminals  and  PRIMERGYTX150  servers.  Canadian  Tire  Retail,  Canada's  most- 
shopped  general  merchandise  retailer,  began  piloting  Fujitsu  systems  in  select 
stores  this  spring. 

Full  rollout  to  Canadian  Tire's  nationwide  store  network  is  expected  to  be 
completed  in  2005,  pending  results  of  the  pilot, and  includes  Fujitsu  TeamPoS 
terminals,  running  Microsoft  Windows  XPe,and  PRIMERGY  servers  to  meet  busi¬ 
ness-critical  computing  needs  at  each  store  location.  Fujitsu  will  also  provide 
complete  managed  services  for  technical  infrastructure  store  surveys,  staging 
and  integration,  installation  and  maintenance. 

Canadian  Tire's  Associate  Dealers,  which  independently  operate  455  stores 
across  Canada,  have  approximately  5,000  lanes.  According  to  Canadian  Tire 
Retail  and  the  Canadian  Tire  Dealers  Association,  installation  of  the  new  systems 
is  part  of  the  most  extensive  in-store  tech¬ 
nology  renewal  program  in  the  retailer's 
history. 

"The  Fujitsu  team  has  a  clear  under¬ 
standing  of  the  technology  needs  of  retail- 
ers.They  worked  closely  with  us  to  develop 
a  model  illustrating  the  return-on-invest- 
mentfora  multitude  of  scenarios, "says  Neil 
Maizen,  Canadian  Tire  Dealers' Association's 
vice  president  of  business  and  IT  strategy. 

"In  an  organization  as  large  and  wide¬ 
spread  as  ours,  the  cumulative  effect  of 
reducing  maintenance  costs  over  the  life- 
cycle  of  technology  systems  can  have  a 
tremendous  impact  on  our  business  per¬ 
formance.  It  helps  keep  costs  down.  Our 
new  POS  hardware  will  also  help  dealers 
continue  their  focus  on  customer  service 
and  sales  growth,  rather  than  on  their  store 
systems," Maizen  says. 


THE  FUJITSU  ADVANTAGE 

Fujitsu  also  offers  an  impressive  array  of 
technology  choices  that  can  match  any  price  or 
performance  need.  With  one  of  the  industry's 
broadest  server  lines,  Fujitsu  provides  a  particu¬ 
larly  wide  range  of  high-performance,  highly 
reliable  choices. 

Every  year,  Fujitsu  invests  several  billion  dol¬ 
lars  in  research  and  development.  That  effort  has 
helped  propel  the  company  to  leadership  in  pro¬ 
viding  reliability,  availability  and  serviceability 
(RAS).  The  company's  mainframe  expertise  has 
carried  over  to  its  PRIMEPOWER™  and 
PRIMERGY®  server  lines,  which  meet  the 
demands  of  enterprise  customers.  Unique  in  the 
industry,  Fujitsu  server  development  began  in  the 
data  center,  forging  technologies  that  can  with¬ 
stand  heavy  business  demand  for  constant  avail¬ 
ability  and  massive  scalability. 

Fujitsu  strengths  include: 

•  Breadth  of  choice.  Enterprises  typically 
build  infrastructures  that  rely  on  a  wide  variety  of 
platforms  and  hardware.  Fujitsu  is  committed  to 
serving  the  full  range  of  those  customer  architec¬ 
tures.  Choices  include  the  comprehensive  Intel® 
and  SPARC®-based  lineups,  which  can  meet 
demand  at  every  level  while  supporting  multiple 
operating  environments,  such  as  Solaris™,  Linux 
and  Windows. 

•  Performance  leadership.  Strategic  R&D 
investment  enables  Fujitsu  to  build  products  that 
lead  the  pack  in  performance.  Fujitsu  holds  many 

leadership  positions  on  industry- 
standard  benchmarks. 

•  Reliability.  When  companies 
rely  heavily  on  technology, 
unplanned  downtime  is  no 
longer  an  option.  For  that  reason, 
Fujitsu  engineers  reliability  into 
all  of  its  products. 

•  Global  sales  and  support. 
These  days,  most  major  compa¬ 
nies  operate  globally,  so  Fujitsu 
provides  seamless  worldwide  sup¬ 
port  for  customers  with  multi¬ 
region  operations.  Its  company¬ 
wide  service  ethic,  attitude  and 
culture  are  based  on  decades  of 
experience  in  mainframes  and 
UNIX  platforms  and  its  position 
as  the  third-largest  IT  services 
company  in  the  world. 
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SERVERS  FOR  THE  FUTURE 

Nowhere  is  the  company's  commitment  to 
excellence,  cost-effectiveness  and  reliability  more 
evident  than  in  its  broad  and  deep  server  lines. 
From  the  latest  technology  of  blade  servers  to 
server  virtualization,  Fujitsu  has  a  solution  to 
meet  business  and  technical  requirements. 

Among  the  highlights: 

PRIMERGY  Servers.  Whether  your  business 
requires  affordable  entry-level  servers,  compact 
and  scalable  blade  systems,  or  advanced  multi¬ 
processor  servers  capable  of  handling  the  most 
demanding  data  center  applications,  the 
PRIMERGY  line  delivers  Intel  architecture  servers 
with  solid  reliability  and  industry-leading  per¬ 
formance.  Built  with  a  high  level  of  standardiza¬ 
tion,  the  broad  product  lineup  enables  Fujitsu  to 
offer  a  price-performance  package  that  has  cap¬ 
tured  the  attention  of  leading  industry  analysts. 

"Fujitsu  is  poised  to  capture  a  large  piece  of  the 
expanding  Itanium  2  market  with  its  two-way 
and  four- way  rack  servers,"  says  Vernon  Turner, 
group  vice  president  and  general  manager  of 
enterprise  computing  at  International  Data 
Corp.,  a  market-research  company  based  in 
Framingham,  Mass.  "These  rack  servers  are  pow¬ 
erful,  flexible,  and  scalable  IT  solutions  that  can 
help  businesses  looking  to  migrate  their  entire 
infrastructure  to  a  64-bit  environment,  including 
operating  system,  database  and  most  critical 
applications." 

The  PRIMERGY  line  distinguishes  itself 
through  performance  and  exceptional  scalability. 
From  single-processor  systems  to  16-way  and 
blade  servers,  these  Intel-based  servers  deliver  the 
right  computing  power  for  all  applications,  mak¬ 
ing  them  the  ideal  choice  for  customers  looking 
to  stay  competitive  and  succeed  in  modern 
e-business  environments.  PRIMERGY  servers 
support  a  multitude  of  operating  systems,  such 
as  Windows,  Linux  and  all  standard  Intel-based 
operating  systems. 

In  addition,  Fujitsu  offers  the  industry's  high¬ 
est  processor  density  blade  server,  a  clear  indica¬ 
tion  that  the  company  responds  to  trends  and 
listens  to  its  customers.  The  PRIMERGY  BX600 
server  is  now  available  with  a  quad  processor 
blade  configuration. 

PRIMEPOWER  Servers.  The  PRIMEPOWER 
line  of  servers  delivers  high-performance,  scala¬ 
ble,  reliable  and  cost-efficient  solutions  for  the 
enterprise.  Based  on  technology  forged  from 


data-center  demands,  PRIMEPOWER  servers  are 
Solaris-compatible  and  use  Fujitsu-developed 
SPARC64®  processors,  providing  customers  with 
easy  access  to  thousands  of  Solaris-based  applica¬ 
tions.  They  are  scalable  from  one  to  128  CPUs 
and  include  many  mainframe-class  features,  such 
as  extensive  error-correction  code,  redundant 
components,  I/O  multipathing,  integrated  diag¬ 
nostics  and  monitoring  service,  and  hot-swap 
components — all  of  which  combine  to  give 
PRIMEPOWER  servers  a  level  of  reliability  that 
CIOs  can  depend  on. 

The  recently  announced  agreement  between 
Fujitsu  and  Sun  Microsystems  includes  the  joint 
development  and  delivery  of  future-generation 
Solaris  and  SPARC-based  systems.  By  mid-2006, 
the  companies  will  bring  together  their  Solaris 
and  SPARC-based  server  product  lines, 
creating  a  complete  data-center  family. 

Currently  code-named  the  "Advanced 
Product  Line"  (APL),  the  companies'  off¬ 
spring  will  rely  on  features  developed 
with  Fujitsu  expertise,  including  the 
SPARC64  processor. 

That  processor,  which  is  used  in 
PRIMEPOWER  servers,  offers  outstand¬ 
ing  performance  and  excellent  RAS  fea¬ 
tures.  In  fact,  Fujitsu  recently  announced 
that  the  processor  is  moving  to  90-nm 
fabrication  technology  and  will  include 
further  enhancements. 

Server  Virtualization.  By  abstracting 
physical  servers  into  a  single  virtual 
machine  using  management  and  parti¬ 
tioning  software,  CIOs  can  draw  from  one  logical 
pool  of  processing  power,  redirecting  resources 
dynamically  as  various  parts  of  the  business  need 
more  or  less  computing  power.  The  trend  will 
allow  companies  to  optimize  their  investment  as 
they  more  effectively  utilize  the  power  of  their 
existing  machines.  The  result:  They'll  save  tech¬ 
nology  dollars  while  running  more  efficiently. 

Recognizing  the  importance  of  virtualization, 
Fujitsu  has  made  it  an  integral  part  of  its  TRIOLE™ 
Strategy,  which  is  based  on  three  core  technologi¬ 
cal  areas  in  which  Fujitsu  has  leading-edge 
expertise: 

•  Integration,  which  enables  the  speedy,  low- 
cost,  and  low-risk  implementation  of  those  tech¬ 
nologies  across  the  full  IT  infrastructure  spec¬ 
trum,  including  server,  storage,  network  and  mid¬ 
dleware  elements. 


The  PRIMEPOWER 
server  series 
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offers  on-demand  provisioning  and  other  auto¬ 
nomic  features  that  can  reduce  TCO  by  30  per¬ 
cent  or  more. 

MANAGED  &  PROFESSIONAL  SERVICES 

Fujitsu  wraps  a  comprehensive  suite  of  man¬ 
aged  and  professional  services  around  its  solution 
families.  The  company  provides  service  and 
maintenance  to  keep  all  components  of  the  IT 
infrastructure  stable,  flexible  and  cost-effective. 
Whether  the  customer's  enterprise  houses  Sun, 
IBM,  HP,  EMC,  Dell  or  Cisco  products,  Fujitsu  can 
provide  a  single  point  of  contact  and  accountabil- 


TCO  is  an  important  investment  methodology, 
and  to  succeed  it's  vital  that  CIOs  choose  technology 
partners  who  can  help  them  reach  their  goals." 

— Toshio  Morohoshi,  president  of  Fujitsu  Computer  Syste 


Fujitsu  and  the  Fujitsu  logo  are 
registered  trademarks  of  Fujitsu 
Limited. TRIOLE  is  a  trademark  or 


•  Virtualization,  which  separates  applications 
and  data  from  dedicated  systems. 


registered  trademark  of  Fujitsu 
Limited. PRIMEPOWER  is  a  trade¬ 
mark  or  registered  trademark  of 
Fujitsu  Limited  in  the  United 
States  and  other  countries. 
FlexFrame  and  PRIMERGY  are 
trademarks  or  registered  trade¬ 
mark  of  Fujitsu  Siemens 
Computers  GmbH.  Intel  is  a  trade¬ 
mark  or  registered  trademark  of 
Intel  Corporation  or  its  sub¬ 
sidiaries  in  the  United  States  and 
other  countries. Windows  is  either 


•  Automation,  which  refers  to  IT  infrastruc¬ 
ture's  self-healing  and  adaptive  capability  to  meet 
changing  business  needs. 

Fujitsu  pre-verified  solution  templates  serve 
as  functional  building  blocks  for  speeding  the 
construction  of  highly  reliable  open-system 
installations.  Faster  systems  development  and 
deployment  let  customers  increase  their  business 
efficiency,  agility  and  continuity  while  lowering 


a  registered  trademark  or  trade¬ 
mark  of  Microsoft  Corporation  in 
the  United  States  and/or  other 
countries.  SPARC  is  a  registered 
trademark  of  SPARC  International, 
Inc. Products  bearing  the  SPARC 
trademark  are  based  on  an  archi¬ 
tecture  developed  by  Sun 
Microsystems,  inc. SAP  and  all 
other  SAP  product  and  service 
names  mentioned  herein  are 
trademarks  or  registered  trade¬ 
marks  of  SAP  AG  in  Germany  and 
several  other  countries.  Solaris  is  a 
trademark  or  registered  trademark 
of  Sun  Microsystems, Inc.in  the 
United  States  and  other  countries. 
All  other  trademarks  mentioned 
herein  are  the  property  of  their 
respective  owners. 


TCO. 

"A  major  advantage  of  the  TRIOLE  strategy  is 
that  Fujitsu  bears  the  cost  of  Quality  Assurance 
(QA),"  says  IDC's  Turner.  "Removing  QA  costs 
and  complexity  off  the  customer  floor  significant¬ 
ly  reduces  the  risk  for  customers  and  allows  them 
to  implement  stable  and  reliable  systems  via  a 
shared  knowledge  base." 

One  example  of  the  TRIOLE  strategy  in  action 
is  the  FlexFrame™  for  mySAP™  Business  Suite 
solution.  That  solution  replaces  yesterday's  com¬ 
plex  environment  of  multiple  dedicated  servers 
with  a  modular  concept  incorporating  the  latest 
business-critical  computing  technologies,  such  as 


Fujitsu  PRIMERGY  servers.  This  modular 
approach  simplifies  the  IT  infrastructure  and 


ity.  Delivering  a  single  focal  point  results  in 
reduced  cost  and  a  simplified,  more  efficient  oper 
ation  with  fewer  vendors  to  manage. 

In  addition,  customers  can  rely  on  the  world¬ 
wide  network  of  65,000  Fujitsu  service  and  sup¬ 
port  professionals  to  provide  help  in  person,  by 
phone,  via  e-mail  or  through  the  Web.  Yet  this 
global  reach  has  a  local  presence.  For  example, 
QuickStart  Services  for  Fujitsu  servers  allows  com 
panies  to  engage  Fujitsu  service  professionals  to 
"quick-start"  their  server(s)  and  realize  a  fast, 
problem-free  and  production-ready  installation. 
Fujitsu  consultants  are  trained  to  configure 
servers  to  meet  the  needs  of  the  most  demanding 
environments. 

In  the  end,  strategic  IT  decisions  stop  at  the 
CIO's  desk,  and  the  implications  are  far-reaching. 
To  face  those  choices  with  knowledge  and  experi¬ 
ence,  CIOs  need  trustworthy,  reliable  partners — 
such  as  Fujitsu.  ■ 
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As  the  new  vice  president  of  IT  of  Menlo 
Worldwide  Technologies,  Richard  Carroll 
found  himself  reporting  to  the  CFO,  even 
though  he  had  always  been  philosophically 
opposed  to  such  arrangements.  Just  before 
Carroll’s  predecessor  moved  up  to  lead  the 
sales  and  marketing  department,  Menlo’s 
board  made  the  reporting  change  in  an  effort 
to  integrate  the  work  and  budgets  of  the  IT 
shops  that  sit  in  each  of  the  company’s  three 
business  units  into  one  larger  organization. 

For  Carroll,  who  has  a  financial  background, 
it’s  been  a  surprisingly  easy  transition.  Because 
of  the  slim  2  percent  to  4  percent  profit  margins 
that  dominate  the  transportation  industry,  Car- 
roll’s  focus  is  on  keeping  the  IT  budget  flat  and 
wringing  more  out  of  his  vendor  contracts  every 
time  they’re  up  for  renewal.  But  he’s  also  proved 
himself  to  the  company  by  creating  a  small 
startup  within  IT  that  sells  technology  to  Menlo’s 
midsize  customers  and  is  already  posting  a  profit. 
As  a  result,  “IT  is  no  longer  that  internal  admin¬ 
istrative  area  that  is  constantly  getting  beat  up 
by  the  rest  of  the  organization,  with  1 0  percent 
budget  cuts  every  year,”  Carroll  says.  “We’re 
actually  contributing  to  the  overall  strategy  and 
success  of  the  organization.” 

Carroll’s  boss,  CFO  John  Rocheleau, 
agrees.  “IT  is  so  critical  to  my  success,”  he 
says.  “[Richard  Carroll]  knows  what  I  expect 
from  IT  and  ensures  that  before  he  promotes 
any  project,  it  meets  my  requirements.” 

BEFRIEND  THE  BUSINESS 

For  Omni  Bank’s  Creger,  the  only  thing  as 
important  as  keeping  the  lines  of  communi¬ 
cation  open  with  the  executive  team  is  main¬ 
taining  her  relationship  with  the  heart  and 
soul  of  the  bank:  its  salespeople.  She  joins  in  on 
sales  calls.  She  takes  account  managers  out  to 
lunch.  She  sits  down  in  their  offices  and  strikes 
up  conversations — not  about  IT,  but  about 
what  challenges  that  salesperson  is  facing  on 
a  daily  basis. 

“If  I  want  to  be  something  other  than  a 
cost-cutter,  I  have  to  focus  on  the  income  side 


of  the  business  and  figure  out  how  informa¬ 
tion  technology  can  be  valuable  to  them,” 
Creger  says.  At  Omni  Bank,  the  income  side  of 
the  business  is  personified  in  its  salespeople. 
That  little  extra  investment  in  time  yields  big 
returns.  “I  engage  them  and  represent  them. 
And  now  businesspeople  within  my  company 
will  say,  I  know  Jennifer  will  get  that  done  for 
me,”  she  says.  (For  more  on  cost-cutting,  see 
“Cost-Cutting  Versus  Innovation:  Reconcil¬ 
able  Differences,”  Page  88.) 

Creger  also  cites  the  importance  of  creating 
IT  application  owners  within  the  business — 
whether  in  sales  or  finance  or  HR.  She 
approached  the  lead  manager  for  the  business 
unit  using  major  applications  and  asked  if  she 


would  take  on  the  job — which  involves  becom¬ 
ing  an  expert  in  the  use  of  the  application, 
working  with  vendors  and  programmers  on 
enhancements,  and  making  sure  the  applica¬ 
tion  is  meeting  business  needs.  Omni  Bank’s 
branch  operations  manager,  for  example,  is  the 
application  owner  for  teller  software.  After 
becoming  knowledgeable  about  the  applica¬ 
tion,  she  cross-referenced  the  software  manual 
and  determined  that  some  of  the  system’s  capa¬ 
bilities  were  not  being  used.  As  a  result,  she 
changed  some  business  processes,  worked  with 
the  programmers  to  install  the  capabilities, 
organized  the  teller  training  and  ultimately 
improved  the  teller  process. 

“IT  is  just  a  means  to  an  end.  We  don’t  have 


Jennifer  Creger,  CIO  of  Omni  Bank,  puts  every 
significant  IT  project  through  a  cost-benefit 
analysis,  which  makes  her  boss— and  his  boss, 
the  CEO,  and  his  boss,  the  board— happy. 
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any  initiatives  all  our  own,”  Cregersays.  “Ifyou 
create  application  owners  in  the  business,  they 
become  the  advocates  for  seeing  that  the  appli¬ 
cation  is  successful.  And  from  a  budget  perspec¬ 
tive,  you  can  have  the  application  owners  in  the 
business  bear  the  fiscal  burden  rather  than  IT.  ” 

Paul  Ingevaldson,  senior  vice  president  of 
international  business  and  technology  at  Ace 
Hardware,  could  not  agree  more.  “A  lot  of 
CIOs  disagree  about  their  role.  Is  the  CIO  sup¬ 
posed  to  be  an  all-knowing  guru  who  looks  at 
the  company  and  decides  by  himself  what  the 
company  needs,  and  creates  an  IT  plan?  Or  is 
it  a  person  who  works  with  the  other  leaders  in 
the  company  and  decides  through  consulta¬ 
tion  what  should  be  done  with  IT?”  says 
Ingevaldson,  who  places  himself  decidedly  in 
the  latter  camp.  His  status  in  the  company  is 
assured,  he  says,  because  he  hands  IT  decision 
making  and  ownership  over  to  the  business. 
“It’s  basically  about  reversing  what  most  peo¬ 
ple  think  the  CIO  is  supposed  to  do.  The  CIO 
shouldn’t  decide  the  IT  agenda.  The  business 
should.  So  if  some  department  wants  to  have 
an  IT  system,  they  have  to  sell  it  to  the  officers 
of  the  company,”  he  says. 

That  way,  he  says,  the  business  takes  on  the 
ownership  and  risk  associated  with  IT — and 
ultimately,  the  benefits.  “The  risk  of  doing  it 
the  other  way  is  you’re  going  to  upset  certain 
factions  in  the  company  if  you’re  not  work¬ 
ing  on  their  projects.  There  will  be  shadow  IT 
departments,”  Ingevaldson  says.  That’s  the 
way  it  was  at  Ace  before  he  took  over  as  leader 
of  IT  almost  25  years  ago. 

“There  was  a  very  dominant  CIO.  He  was 
not  well  supported.  The  business  didn’t  like 
him.  And  as  a  result  he  was  not  an  officer  of 
the  company,”  Ingevaldson  explains. 

So  when  Ingevaldson  took  over,  he  decided 
to  take  a  different  tack.  “Basically  I  got  every¬ 
one  involved,”  he  says.  “You  can’t  be  a  cow¬ 
boy  and  expect  to  be  part  of  the  executive 
team.”  One  of  the  first  things  he  did  was  create 
an  IT  steering  committee,  made  up  of  all  the 
corporate  officers  from  different  areas  of  the 


business.  Then,  he  instituted  an  alignment  com¬ 
mittee — headed  up  by  two  non-IT  vice  presi¬ 
dents  and  populated  by  business  users  who 
review  department  requests,  come  up  with 
ideas  for  what  they  want  from  IT  and  match  it 
up  to  Ace’s  strategic  plan. 

“Those  users  don’t  just  pick  projects  that 
save  money,  they  also  pick  projects  that  are 
strategic,”  Ingevaldson  says.  “And  I  don’t 
think  that  happens  in  a  lot  of  companies.  ”  For 
instance,  Ace’s  independent  dealers  challenged 
IT  to  develop  a  single  platform  for  all  of  its 
stores.  In  the  past,  each  store  owner  could  buy 
whatever  system  he  wanted,  resulting  in  a  host 
of  different  platforms.  Thanks  to  an  IT  initia¬ 
tive  in  2000  to  install  a  common  IT  system, 
Ace  will  be  able  to  centralize  store  inventory, 
which  just  happens  to  be  the  number-one  issue 
in  the  corporate  strategic  plan.  “The  board 
talks  about  it  all  the  time,”  Ingevaldson  says. 
As  a  consequence,  the  board  is  more  than 
pleased  with  Ingevaldson. 

At  the  National  Multiple  Sclerosis  Society, 
Price  decided  that  complaining  about  the  cuts 
hitting  his  department  would  do  him  little 
good.  Instead,  he  decided  to  work  with  the 
business  to  uncover  projects  that  have  a  real 
return  and  move  ahead  with  those. 

“Every  department  everywhere  has  strug¬ 
gled  with  cost-cutting  and  trying  to  move  the 
business  forward.  It’s  a  fact  of  life.  Get  over  it,” 
Price  says.  “My  job  is  to  get  close  to  the  other 
VPs  and  understand  what  it  will  take  to  make 
them  successful.  I  want  to  find  five  or  six  good 
ideas  in  the  business  and  partner  with  them  on 
those.  ”  For  example,  Price  knows  that  revenue 
generation  is  what  keeps  the  vice  president  of 
field  operations  and  development  up  at  night. 
So  he  has  discussed  with  this  particular  vice 
president  the  idea  of  generating  more  revenue 
through  online  giving  and  is  currently  trying 
to  implement  her  suggestions.  As  a  result,  “I 
know  I’m  working  on  a  topic  that’s  near  and 
dear  to  this  organization’s  heart,”  Price  says. 

Creating  such  close  advisory  relationships 
with  business  can  be  beneficial  in  more  ways 
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than  one.  “It’s  not  all  about  who  you  report 
to,”  says  Menlo’s  Carroll.  “I  learn  more  about 
the  business  from  [our  business  unit  presi¬ 
dents]  than  I  ever  will  from  the  CFO.  If  you 
report  to  finance,  and  you  look  for  all  your 
communication  to  come  from  the  CFO,  that’s 
quite  a  bit  of  potential  filtering  of  information. 
Sometimes  you  have  to  ignore  those  channels 
and  get  to  the  direct  source,”  he  adds. 

MAKE  A  PLAN,  MAKE  IT  KNOWN 

CIOs  today  have  only  a  limited  amount  of 
time  to  make  an  impression.  According  to 
“The  State  of  the  CIO  2004”  survey,  aver- 
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age  job  tenure  is  four  and  a  half  years.  And 
tides  can  turn  either  way  in  that  period. 
“You  can  accomplish  a  lot  in  three  or  four 
years,”  Ingevaldson  says.  “And  you  can  get 
into  a  lot  of  trouble  in  three  or  four  years.  ” 
The  surest  way  to  deal  with  an  uncertain 
future  is  actually  to  make  a  plan.  And  given  the 
IT  climate,  it  may  be  best  to  make  that  plan  a 
shorter-term  one.  “I  always  lay  out  two  or 
three  key  things  that  I’m  trying  to  accomplish 
that  I  can  stay  focused  on.  And  the  number  one 
is  never  cost-cutting.  I’m  looking  for  value  and 
efficiency,”  says  Carroll.  “The  sense  is  that 
looking  at  a  two-year  horizon  is  about  right.  ” 
Currently,  Carroll’s  top  three  agenda  items  for 


Meidell  sent  the  IT  strategic  plan,  which 
contained  a  vision  and  a  mission  statement, 
to  the  rest  of  the  executive  team.  He  also  gave 
an  overview  of  the  IT  strategic  plan  in  a  pres¬ 
entation  to  the  senior  and  executive  staffs. 
“The  big,  mondo  document  was  e-mailed  to 
the  executive  team,  and  I  would  guess  most 
probably  read  it  cover-to-cover,  based  on  the 
feedback  I  got,”  Meidell  says. 

So  far,  the  document  not  only  keeps  Meidell 
and  his  IT  team  on  track,  it  also  set  the  table  for 
how  business  and  IT  would  work  together, 
thwarting  a  lot  of  potential  misconceptions  that 
could  lead  to  IT  failures.  (For  more  on  setting 
expectations,  read  “The  No.  1  Challenge: 


way  and  a  bad  way  to  make  that  a  reality.  Slash¬ 
ing  and  burning  the  IT  budget  is  bad.  That  dec¬ 
imates  a  company’s  ability  to  get  anything  done 
with  the  IT  organization.  Instead,  reducing  the 
IT  spend  should  be  focused  on  narrowing  the 
number  of  things  a  company  does  in  IT.  Then, 
it  can  provide  whatever  resources  are  necessary 
to  do  those  fewer  strategic  things  well.  ” 

For  Goldfarb,  that  has  meant  conferring 
with  business  leaders  to  identify  things  to  cut 
from  the  technology  to-do  list,  such  as  soft¬ 
ware  upgrades  that  won’t  create  value  for  sev¬ 
eral  years.  Resources  previously  devoted  to 
that  were  rerouted  into  completing  a  global 
rollout  of  a  sales-force  automation  tool,  devel- 
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“The CIO  shouldn’t  DECIDE  THE  IT.  AGENDA. 

The  business  should.  So  if  some  department  wants  to  have  an  IT 
system,  they  have  to  sell  it  to  the  officers  of  the  company.” 

-Paul  Ingevaldson,  VP  of  international  business  and  technology,  Ace  Hardware 


the  next  two  years  are  reducing  redundancies 
in  IT  across  the  enterprise,  exploring  offshore 
capabilities  and  managing  his  staff  well. 

When  Meidell  was  hired  as  CIO  of  Cascade 
Designs,  he  was  the  first  C-level  technology 
executive  the  company  ever  had.  The  previ¬ 
ous  IT  leader  was  a  director,  excluded  from 
the  executive  committee.  But  as  the  company 
grew,  the  board  decided  they  needed  a  CIO 
who  could  join  the  executive  ranks  and  help 
enable  business  strategy.  To  make  sure  his 
views  would  continue  to  be  sought  as  the  com¬ 
pany  grew,  Meidell  knew  he  needed  an  IT 
strategic  plan.  He  and  his  nine-person  staff  sat 
down  and  wrote  a  22 -page  strategy  document 
in  the  language  of  an  annual  report.  “We  had 
a  blank  slate.  So  we  had  to  figure  out  what  do 
we  stand  for?  What  are  our  goals?”  he  says. 
“It  was  a  way  to  communicate  to  the  business 
how  we  saw  ourselves,  and,  in  a  sense,  train 
the  business  in  how  to  work  with  us.” 


Managing  Expectations”  on  Page  96.) 

Aligning  the  IT  plan  with  the  company  plan 
is  essential,  Ingevaldson  agrees.  “If  the  com¬ 
pany  wants  IT  to  be  smaller,  understand  that 
and  be  smaller.  If  they  want  you  to  do  only 
financial  projects,  that’s  what  you  should  be 
doing,”  Ingevaldson  says.  “It’s  the  role  of  the 
officers  of  the  corporation,  not  the  CIO  alone, 
to  determine  what  they  want  IT  to  be.” 

DO  LESS,  BUT  DO  IT  WELL 

Budget  restraints  continue  for  most  CIOs.  IT 
shops  are  largely  understaffed,  and  corporate 
America  is  more  risk-averse  than  ever.  Part  of 
doing  well  as  a  CIO  today — and  remaining  a 
trusted  executive  team  member — means 
doing  less. 

“CIOs  and  CEOs  always  have  to  trim  costs,” 
says  Eric  Goldfarb,  CIO  and  vice  president  of 
PRG-Schultz  International,  a  recovery  auditing 
company  based  in  Atlanta.  “But  there’s  a  good 


oping  and  refining  a  software  product  for  the 
company’s  customers  to  identify  profit  leak¬ 
age,  and  improving  IT  customer  service  levels 
30  percent  over  last  year. 

In  the  end,  coming  to  terms  with  the  cur¬ 
rent  state  of  the  CIO  role  may  not  be  easy,  but 
it’s  necessary.  “There  are  things  in  life  that  you 
have  control  over  and  there  are  things  in  life 
you  have  no  control  over.  Focusing  on  what  I 
can  control  and  influence — and  not  focusing 
on  the  things  I  cannot — is  something  I  have  to 
constantly  remind  myself  of,”  Price  says. 
“And  if  reminding  myself  doesn’t  work,  that’s 
what  the  executive  team  is  for.” 

“Part  of  success  as  a  CIO  is  facing  up  to  real¬ 
ity  you’re  in,”  Meidell  agrees.  “You  can  spend 
a  lot  of  time  whining  about  it,  or  you  can  deal 
with  it  and  move  ahead.”  HE 


Senior  Writer  Stephanie  Overby  can  be  reached  at 
soverby@cio.com. 
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CIO  AND  CEO: 

HOW 

TO 

WORK 

WITH 

YOUR 

BOSS 


When  B.  Lee  Jones,  CIO  of  Stratex  Networks, 
joined  the  company,  his  role  was  largely  tactical: 
to  keep  the  IT  infrastructure  running. 


STEPS 

TO  SUCCESS 


: :  Stay  on  top  of  tactical 
responsibilities. 

"  Allocate  IT  resources 
based  on  your  company’s 
strategic  needs. 

: :  Create  a  plan  that  matches 
business  goals  to  potential 
IT  projects. 


PHOTO  BY  SHANNON  MCINTYRE 


Stratex  Networks  CEO  Chuck  Kissner  encouraged 
his  CIO  to  move  beyond  being  a  tactical  service 
provider  to  delivering  strategic  value. 


Most  CIOs  thinkthey’re 
strategic,  but  many  CEOs 
are  focused  on  IT’s  sup¬ 
porting  role.  Here  are 
three  ways  to  get  in  tune 
with  the  corporate  vision. 

BY  MERIDITH  LEVINSON 


SEVEN  YEARS  AGO  when  B.  Lee  Jones  joined 
Stratex  Networks,  a  developer  of  wireless  trans¬ 
port  systems,  as  its  IT  director,  he  stepped  into  an 
IT  organization  that  had  zero  credibility.  The  help 
desk  was  unresponsive,  and  systems  “were  down 
more  than  they  were  up.  ”  Chuck  Kissner,  Stratex’s 
CEO,  says  he  viewed  Jones’s  role  at  the  time  as  a 
tactical  one;  the  job  was  to  stabilize  a  network 
prone  to  frequent  crashes  and  to  build  a  robust  IT 
infrastructure.  But  Kissner  hoped  Jones  would 
quickly  move  beyond  the  role  of  firefighter  and 
add  more  strategic  value  to  the  company. 

Jones  succeeded.  And  today  he  is  the  CIO,  report¬ 
ing  to  the  company  CFO.  His  executive-level  pro¬ 
motion  reflects  his  accomplishment  in  bringing 
credibility  to  the  IT  organization,  as  well  as  in  man¬ 
aging  additional  responsibilities  beyond  IT  that  inte¬ 
grate  him  more  closely  with  the  business  and  the 
executive  management  team.  Jones  now  also  partic¬ 
ipates  in  all  capital  projects  for  the  company,  includ¬ 
ing  building  construction,  and  he  negotiates 
outsourcing  contracts  with  manufacturers.  When 
Stratex  was  struggling  to  match  supply  of  its  wire¬ 
less  transmission  systems  with  demand,  Jones’s  IT 
department  stepped  forward  with  a  solution — inte- 


www.clo.com  •  OCTOBER  1,  2004  CIO  79 


STATE  OF  THE  CIO  2004 


ALIGNMENT 


grating  the  company’s  siloed  systems  to 
manage  inventory  more  effectively. 
Because  of  Jones’s  ability  to  conceive  of  and 
execute  IT  projects  that  support  the  cor¬ 
porate  vision  and  to  oversee  business-focused 
decisions,  he  is  viewed  more  as  a  strategic  part¬ 
ner  than  he  or  any  IT  executive  at  the  20-year-old 
company  has  ever  been,  says  Kissner. 

While  plenty  of  CEOs  share  Kissner’s  view 
that  IT  and  CIOs  should  be  strategic,  a  sig¬ 
nificant  number  still  look  at  the  CIO  role  as 
largely  a  support  function.  According  to 
CIO’s  “The  State  of  the  CIO  2004”  survey, 
44  percent  of  CEOs  surveyed  said  that  the 
role  of  the  IT  department  and  the  CIO  is  to 
use  technology  to  support  and  enable  prede¬ 
fined  business  initiatives,  compared  to  3 1  per¬ 
cent  of  CIOs.  Among  CIOs,  69  percent  take 
the  more  strategic  view — that  their  role  is  to 
proactively  envision  business  opportunities 
and  apply  technology  to  achieve  them.  The 
disconnect  becomes  problematic  when  it 
leads  CEOs  to  conclude  that  IT  is  a  service 
function  that  doesn’t  need  to  be  involved  in 
the  creation  of  long-term  business  plans. 
When  CIOs  aren’t  part  of  those  discussions, 


Tactical  or  STRATEGIC? 

Even  CIOs  and  CEOs  who  are  well-aligned  have 
different  views  of  what  IT  does 


■  DEFINITION  OF  CIO  ROLE 

CHICAGO  MERCANTILE  EXCHANGE 

CIO  Jim  Krause:  Working  with  business  units  and  the  management  team  to 
determine  the  best  way  to  support  them  and  to  provide  insight  on  how  technol¬ 
ogy  can  expand  the  business  as  well. 

CEO  Craig  Donohue:  Service  provider,  business  partner,  and  developer  of  intel¬ 
lectual  capital,  new  technology  and  better,  lower-cost  ways  of  doing  things  that 
benefit  customers. 

i  f 

I 
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■  MOST  IMPORTANT  SKILLS  FOR  CIO  SUCCESS 

KIRKPATRICK  &  LOCKHART 

CIO  Steve  Agnoli:  Communication  skills,  balance  of  business  and  technology 
savvy,  ability  to  be  strategic  and  tactical,  industry  knowledge. 

CEO  Peter  Kalis:  Move  gracefully  from  the  strategic  to  the  tactical,  to  handle 
the  big  picture,  understand  the  details,  to  be  an  extraordinary  communicator, 
synthesizer  and  analyst. 

■  TOP  I.T.  PROJECTS  FOR  2004-2005 

ASKSAM  SYSTEMS 

CIO  Chris  Feola:  Upgrade  the  network,  training,  putting  business  processes 
in  place. 

CEO  Phil  Schnyder:  CRM  implementation,  integration  of  e-commerce  and 
billing  systems  with  CRM  system,  networking,  setting  up  a  VPN. 


When  the  CIO  is  included  in  strategic  discussions, 


GOOD  THINGS  HAPPEN. 


they  lack  a  forum  for  showcasing  their  capac¬ 
ity  for  creativity  and  innovation,  making  it 
even  more  difficult  for  them  to  prove  their 
strategic  worth. 

The  survey  also  shows  a  reason  for  the  dis¬ 
connect.  Although  CIOs  say  they  are  strate¬ 
gic,  they  behave  tactically.  And  that’s  what 
CEOs  see.  Both  CIOs  and  CEOs  reported  in 
the  survey  that  reducing  costs  is  the  most 
important  impact  IT  had  on  the  business  in 
2003  and  will  continue  to  be  in  2004  and 
2005.  Enabling  growth,  enabling  or  driving 


business  innovation,  and  creating  or  enabling 
competitive  advantage — functions  that  often 
as  not  involve  executing  some  other  depart¬ 
ment’s  initiatives — ranked  in  the  top  five  for 
both  groups.  More  strategic  results,  such  as 
growing  existing  revenue  streams  or  generat¬ 
ing  new  ones,  ranked  near  the  bottom.  “Most 
CIOs  I  know  would  like  to  be  strategic,  but 
they’re  tactical,”  says  Kissner. 

Several  factors  explain  this  discrepancy.  In 
interviews,  both  CIOs  and  CEOs  say  there’s 
a  lot  of  wishful  thinking  among  CIOs  who 


imagine  they’re  strategic  but  aren’t.  Many 
CIOs  lack  credibility  as  strategic  decision¬ 
makers,  and  they  tend  to  focus  on  their  tacti¬ 
cal  responsibilities.  To  ensure  that  their  CEOs 
view  them  as  strategic,  CIOs  need  to  prove 
themselves,  which  ironically  can  involve  tak¬ 
ing  care  of  tactical  matters  well.  “It’s  very  dif¬ 
ficult  to  be  seen  as  Mr.  or  Ms.  Strategy  if  the 
trains  aren’t  running  on  time,”  says  Steve 
Agnoli,  CIO  with  the  Kirkpatrick  &  Lock¬ 
hart  law  firm.  It  also  helps  to  make  sound  deci¬ 
sions  about  the  technology  priorities  that 


Finally.  A  Solution  That  Your  Tax  and 
IT  Departments  Can  Agree  Upon. 


As  a  CIO  or  IT  executive,  you  carefully  examine  each  new 
software  application  that  your  company  is  considering.  It 
needs  to  meet  your  business  needs  -  and  fit  your  corporate  IT 
strategy.  That's  why  more  and  more  companies  are  using 
Taxware  Enterprise:  it’s  a  solution  that  gets  the  nod  from 
both  Tax  and  IT  departments. 

From  a  technology  point  of  view,  Taxware  Enterprise  delivers 
the  “must  haves”  that  are  on  most  short  lists:  a  distributed 
computing  architecture  based  on  Java;  support  for  multiple 
computing  platforms;  a  tabbed  interface  that's  as  simple  to 
use  as  your  web  browser;  and  a  rules  based  structure  that 
provides  fast  and  easy  updating  as  tax  laws  change. 

From  a  tax  point  of  view,  Taxware  Enterprise  calculates  sales, 
use,  and  value  added  tax  with  unparalleled  accuracy  and 
reliability,  not  only  in  the  United  States  but  globally  -  over 


8,000  jurisdictions  in  the  U.S.  plus  170  countries  around  the 
world.  Further,  it  provides  an  audit  trail  and  other  tools  that 
facilitate  compliance  with  legislative  initiatives  such  as 
Sarbanes-Oxley  and  comparable  "truth  in  financial 
statements"  legislation  in  France,  the  European  Union, 
Australia,  and  Japan. 

Here’s  one  more  thing  that  you  should  know:  Taxware’s  new 
Enterprise  Solutions  Group  is  dedicated  to  integrating 
Taxware  Enterprise  with  leading  ERP  and  financial 
systems  including  Oracle,  SAP,  PeopleSoft,  and  J.D. 
Edwards.  The  bottom  line  is  that  you'll  be  able  to  hit  the 
ground  running  with  Taxware  Enterprise  better  than  any 
competitive  solution.  If  you’re  looking  for  a  global  transaction 
tax  solution  that  will  give  your  company  the  greatest  chance 
for  success,  Taxware  Enterprise  is  the  only  choice. 


ax  ware 


Taxware  LP  •  27  Congress  Street  •  Salem,  MA  01970  •  877-TAXWARE  •  www.taxware.com 
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Steve  Agnoli  (left),  CIO  of  Kirkpatrick  &  Lockhart,  maintains  his 
credibility  as  a  strategist  with  CEO  Peter  Kalis  (right)  through 
IT  projects  that  address  strategic  business  needs. 


further  the  company’s  strategic  goals,  and  to 
conceive  of  innovative  ways  to  use  technol¬ 
ogy  to  leapfrog  the  competition. 

SELF  IMAGE  VS.  REALITY 

Chris  Feola,  CIO  and  executive  vice  president 
of  AskSam  Systems,  says  he  thinks  the  per¬ 
centage  of  CIOs  who  view  their  role  as  strate¬ 
gic  outweighs  that  of  CEOs  because  so  much 
of  CIOs’  professional  well-being  (including 


the  size  of  their  budgets)  depends  on  whether 
they’re  perceived  that  way.  It’s  a  take  on  the 
old  Rene  Descartes  postulate:  cogito  ergo  sum 
(I  think  I’m  strategic,. therefore  I  am).  CIOs 
also  may  perceive  themselves  as  strategic 
because  they  are  responsible  for  the  vision 
within  their  departments. 

But  even  though  they’re  at  the  top  of  the  IT 
food  chain,  they’re  still  functional  executives. 
CIOs  may  find  themselves  being  viewed  as 


having  a  tactical  role  because  they’re  the  ones 
who  are  accountable  when  a  virus  hits  or  a 
project  derails.  “There’s  a  certain  amount  of 
the  CIO’s  job  that  is  related  to  implementa¬ 
tion  [and]  maintenance  regardless  of  what 
business  you’re  in,  your  strategic  goals  or 
who’s  sitting  in  the  CEO’s  chair,”  says  Agnoli. 
By  contrast,  if  a  company’s  infrastructure  is 
running  smoothly,  a  CIO  will  have  more  time 
to  focus  on  strategic  matters.  Agnoli  says  he 


Both  CIOs  and  CEOs  say  there’s  a  lot  of WISHFUL  THINKING 

among  CIOs  who  imagine  they’re  strategic  but  aren’t. 
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You  did  everything  right,  but... 
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If  your  IT  spending  isn't  aligned  with  the  business  strategy, 

you've  failed  the  company. 

Your  job  has  moved  beyond  just  technology — you 
need  to  embrace  your  company's  overall  business 
objectives.  Primavera  can  help.  For  20  years,  we've 
been  working  toward  the  ultimate  project  portfolio 
management  solution. 

Our  software  helps  you  prioritize  your  entire  project 
portfolio,  so  you  can  optimize  people,  projects,  and 
processes  to  stay  focused  on  business  goals. 


We  saved  a  Fortune  1 00  company  $1  5  million 
in  nine  months.  How  much  can  we  save  you ? 

To  estimate  your  company's  potential  savings  with 
our  convenient  online  ROI  Calculator,  visit: 

www.primavera.com/ppm 


PRIMAVERA 
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divides  his  time  down  the  middle.  (For  more 
about  how  CEOs  and  CIOs  view  the  CIO 
role,  take  a  look  at  “Meeting  of  the  Minds” 
at  www.cio.com/printlinks.) 

Finally,  CEOs  don’t  see  CIOs  as  strategic 
because  many  have  failed  to  make  many  sub¬ 
stantial  technology  investments  pay  off. 
Observes  Feola:  “If  you’re  a  CEO  and  you’ve 
been  through  four  or  five  CIOs  who  have  left 
chaos  in  their  wake,  your  reaction  to  a  new 
CIO  coming  in  and  saying,  ‘I’ve  got  a  piano, 
you’ve  got  a  barn,  let’s  put  on  a  show,’  is  ‘No, 
the  last  time  we  did  that  we  were  rounding  up 
livestock  for  six  months.’” 

The  problem  with  all  this  is  familiar:  When 
CEOs  don’t  view  IT  as  strategic,  they  don’t  invite 
CIOs  to  the  planning  table.  CIOs  end  up  behind 
the  eight  ball  when,  for  instance,  a  merger  is 
botched  because  no  one  examined  potential  sys¬ 
tems  integration  problems.  But  when  the  CIO 
is  included  in  strategic  discussions,  good  things 
happen.  Agnoli  says  that  the  idea  for  Kirkpatrick 
&  Lockhart’s  online  performance  review  sys- 


the  firm  develop  its  employees  and  also 
saves  money,  it  enhanced  Agnoli’s  already  I 
high  level  of  credibility  as  a  strategist.  If 
on  the  other  hand,  you  have  yet  to  live  down 
a  bad  investment,  here  are  three  ways  to  raise 
your  profile. 

1.  Make  strategic  choices.  Making  strate¬ 
gic  decisions  about  projects  and  communicat¬ 
ing  them  to  the  CEO  will  help  bridge  the  rift 
between  you,  whether  you  or  a  previous  CIO 
created  it.  Recently,  Feola  approached  his  boss, 
CEO  Phil  Schnyder,  with  bad  news.  Feola  said 
he  had  to  shift  some  staff  that  was  working  on 
a  CRM  upgrade  over  to  a  development  project 
for  AskSam’s  core  database  technology  prod¬ 
uct  so  that  the  company  could  make  the  prod¬ 
uct  release  deadline.  Problem  was,  shifting 
resources  was  going  to  cause  him  to  miss  a 
milestone  in  the  CRM  upgrade.  Feola 
explained  that  he  thought  it  was  more  impor¬ 
tant  to  make  the  product  deadline  than  to 
upgrade  an  internal  system  on  time.  Schnyder 
says  Feola  made  the  right  call. 


The  WINDING 
PATH  to  Alignment 


CIOs  and  CEOs  are 
aligned  in  many  ways.. 

What  they  both  expect  from 
IT  in  2004  and  2005: 


O-  Reduce  costs  through  efficiency 
or  increased  productivity 


Business  innovation 
Competitive  advantage 


— 


...but  they  differ  in  how 
they  view  CIOs’  ability  to 
lead  IT. 


72% 
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tern  came  about  because  he  knows  that  the  firm’s 
strength  “is  based  on  the  quality  of  its  lawyers 
and  the  services  they  provide  over  time.”  Kirk¬ 
patrick  &  Lockhart  CEO  Peter  Kalis,  to  whom 
Agnoli  reports,  says  the  system,  which  provides 
a  comprehensive  view  of  associates’  skills  and 
experience,  was  a  product  of  Agnoli  attending 
monthly  board  meetings. 

THREE  STEPS  TO 
IMAGE  ADJUSTMENT 

Because  Kirkpatrick  &  Lockhart’s  perform¬ 
ance  system  plays  a  strategic  role  in  helping 


“What  he  felt  was  important  was  very 
aligned  with  what  I  felt  was  the  right  thing  to 
do,”  says  Schnyder.  Feola  made  the  strategic 
choice  to  devote  his  resources  to  a  revenue¬ 
generating  project — and  made  sure  his  boss 
knew  about  it.  The  incident  gave  Schnyder 
confidence  in  Feola’s  ability  to  decide  what’s 
best  for  the  company.  Schnyder,  in  turn,  was 
able  to  take  remedial  action.  He  assembled  his 
sales  team  to  find  out  which  parts  of  the  CRM 
system  they  couldn’t  live  without  and  talked 
with  the  tech  staffers  to  find  out  how  quickly 
they  could  finish  the  implementation. 


CIO  has  healthy 
relationships 
with  other  CXOs 


CIO  uses  sound 
governance 
methods  for  IT 
investment 


CIO  RESEARCH 


2.  Propose  new  business  opportunities. 

Finding  opportunities  to  expand  the  business 
also  helps  CIOs  position  themselves  in  a 
strategic  light.  Jim  Krause,  managing  direc¬ 
tor  and  CIO  of  the  Chicago  Mercantile 
Exchange  (CME),  decided  to  adopt  the  Finan¬ 
cial  Industry  Exchange  (FIX)  protocol,  a  stan¬ 
dard  that  is  common  in  the  securities  industry. 
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you  need  Modis. 


Get  Your  First 
Week  Free! 

Visit  www.modisit.com/freeweek 

*  Certain  restrictions  apply. 
Ask  your  local  office 
for  details. 


Another  missed  ball  game?  Maybe  it’s  because  your  IT  workload  keeps  growing  while  your 
resources  don’t.  You  need  Modis.  We  can  deploy  the  technology  talent  you  need  to  meet  all 
your  IT  goals  with  the  right  mix  of  internal  staff,  outside  consulting  services  and  project 
outsourcing.  In  fact,  we  guarantee  it  through  our  groundbreaking  Guaranteed  Delivery 
Program.  So  call  us.  Modis  delivers.  Play  ball. 


mod  is. 

delivers 

877-MODISIT  •  www.modisit.com 
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He  thought  adapting  FIX  for  futures  trading 
would  make  connecting  to  the  CME  easier  for 
customers.  As  a  result,  the  CME  has  improved 
its  ability  to  attract  traders  because  it  can  bring 
them  online  more  quickly  than  competing 
exchanges.  Because  more  people  are  trading 
on  the  CME,  the  exchange  has  increased  its 
liquidity — one  key  to  remaining  competitive 
as  a  marketplace.  Krause  (who  reports  to  the 
company’s  COO)  says  his  CEO,  Craig  Dono¬ 
hue,  now  views  him  as  more  strategic  because 
he  saw  and  acted  on  an  opportunity  to  help 
the  CME’s  business  grow. 

3.  Promote  your  agenda.  Agnoli  advises 
CIOs  who  don’t  participate  in  regular  board 
or  senior  management  team  meetings  to  lobby 
for  1 0  minutes  during  those  meetings  to  artic¬ 
ulate  their  agendas  and  their  business  impact. 
During  his  1 0  minutes,  Agnoli  talks  about  the 
projects  his  department  is  working  on  and 
their  strategic  value,  what  he  is  spending 
money  on,  and  his  ideas  for  achieving  busi¬ 
ness  goals.  Jones  keeps  his  Stratex  colleagues 
informed  about  how  his  IT  projects  support 
the  company’s  six  high-level  corporate  objec¬ 
tives.  (He  uses  a  diagram  as  a  visual  aid.)  For 
example,  he  conceived  of  the  IT  infrastructure 


1 

A  CEO  on  His  CIO 

Chicago  Mercantile  Exchange  head 
looks  to  IT  tospurgrowth 
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futures  exchange  in  the  United  States,  and  the  world’s  largest 
clearinghouse  for  trading  futures  and  options  on  futures.  Last  year,  $333.7  trillion 
worth  of  financial  instruments  was  traded  globally  through  the  CME.  Some  60  per¬ 
cent  of  its  trades  are  now  conducted  online.  CEO  Craig  Donohue  joined  the  company 
in  1989  as  an  attorney.  He  was  named  CEO  last  January. 

CIO:  What  is  the  role  of  the  CIO  in  your  company? 

Craig  Donohue:  The  CIO  is  one  of  the  key  people  involved  in  ensuring  the  opera¬ 
tional  integrity  of  our  business  and  market.  If  you  asked  me  20  years  ago  who  drives 
the  business,  I  would  have  said  research  and  product  development— the  people 
who  develop  new  ideas  for  hedging  and  risk  management.  Today,  I  would  say  the 
CIO  is  as  critical  a  component  as  R&D. 

Why  do  you  think  so  many  CEOs  still  view  the  IT  function  as  tactical? 

People  are  still  catching  up  to  the  idea  that  technology  plays  a  critically  important 
role  in  the  future  growth  opportunities  for  most  businesses.  You  don't  have  to  travel 
very  far  back  in  time  to  remember  when  technology  was  this  sort  of  arcane  thing 
that  very  few  people  understood. 

What  have  you  and  your  CIO,  Jim  Krause,  done  to  get  on  the  same  page? 

Jim  understands  that  sometimes  his  job  is  to  provide  service,  and  at  other  times  it’s 
his  responsibility  to  bring  forward  ideas  for  ways  we  can  expand  the  business.  I  have 
to  be  an  advocate  for  advancing  the  ideas  generated  by  the  IT  group  and  helping 
people  understand  the  impact  those  innovations  can  have  on  results.  -M.L. 
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CIOs  HAVE  TO  DEMONSTRATEthatthey  can  come 

up  with  ideas  to  make  their  companies  more  competitive. 


that  Stratex  needed  to  roll  out  a  new  product 
line  and  track  software  licenses — a  project 
that  supports  corporate  growth. 

Once  CIOs  have  established  themselves  as 
bona  fide  strategic  contributors,  CEO  support 
follows.  When  Krause  suggests  ways  to  make 
the  CME  operate  more  efficiently,  Donohue 
promotes  those  ideas  inside  the  organization 
and  helps  explain  how  they  will  make  a  par¬ 
ticular  product  more  profitable.  When  Ask- 
Sam’s  marketing  department  complained  to 


Schnyder  about  a  decision  Feola  made  to  shut 
off  software  used  for  tracking  prospective  cus¬ 
tomers,  he  went  to  bat  for  Feola  and  explained 
that  the  CRM  upgrade  Feola  was  working  on 
would  address  their  needs  in  a  better  way. 

The  fact  of  the  matter  is,  CIOs  have  to  be 
both  strategic  and  tactical.  That’s  what  their 
CEOs  say  when  pressed.  But  for  CIOs  to  be 
perceived  as  strategists  first  and  enablers  sec¬ 
ond,  they  have  to  demonstrate  that  they  can 
come  up  with  ideas  to  make  their  companies 


more  competitive  while  at  the  same  time  ful¬ 
filling  their  tactical  responsibilities.  No 
amount  of  blustering  about  the  contribution 
of  IT  will  change  the  way  others  perceive  you. 

Concludes  Kalis,  Kirkpatrick  &  Lockhart’s 
CEO:  “Whoever  wishes  to  occupy  a  seat  at 
the  strategic  table,  whether  the  CFO  or  CIO  or 
COO,  he  or  she  will  have  to  earn  it.”  rata 


Senior  Writer  Meridith  Levinson  can  be  reached  at 
mlevinson@cio.com. 
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I  sell  CIO  Conferences 

to  My  peers  because 

it's  the  place  they 

need  to  be 

— Jeri  Dunn,  CIO  &  Senior  Vice  President, 
Tyson  Foods,  Inc. 


CIO  Magazine’s  Executive  Programs 
are  the  place  for  CIOs  to  learn  from 
industry  experts  and  from  one  another. 
We  bri  ng  together  the  best  and  the 
brightest  to  keep  you  informed, 
stimulate  yourthinking,  and  sanity- 
check  yourself  against  your  peers. 

We  limit  attendance  to  qualified  CIOs 
and  senior  IT  executives  from 
business,  government  and  leading 
not-for-profit  organizations.  Join  us  at 
one  of  our  upcoming  conferences. 

Fora  complete  list  of  conferences 
800.366.0246  or  www.cio.com/conferences 


Upcoming 

Conferences! 

November  7-9,  2004 

CIOI05:  The  Year  Ahead 

The  Fairmont  Scottsdale  Princess  Resort 
Scottsdale,  Arizona 

February  6-8,  2005 

CIO  Perspectives  on  Enterprise 
Value  &  CIO  Enterprise  Value  Awards 

Harbor  Beach  Marriott  Resort  &  Spa 
Ft.  Lauderdale,  Florida 


The  Resource  for 
Information  Executives 


Dennis  L’Heureux,  CIO  with  Rockford  Health  System, 
balances  the  CEO’s  vision  with  budget  reality  by  being 
candid  about  the  feasibility  of  I.T.  projects. 
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COST-CUTTING  VERSUS  INNOVATION: 


RECONCILABLE 

DIFFERENCES 


STEPS 

TO  SUCCESS 


::  Cut  costs  wherever 
you  can. 

"  Find  business  unit 
allies  to  champion 
strategic  projects. 

::  Explain  how  visionary 
ideas  impact  the  IT 
budget. 


The  CEO  is  pushing  you 
for  new  systems  that  create 
competitive  advantage. 

The  CFO  is  pulling  you  to 
cut  costs.  Here’s  how  to 
strike  a  balance,  without 
being  torn  apart. 

BY  BEN  WORTHEN 


I 
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ROCKFORD  HEALTH  SYSTEM,  the  largest  health  system 
serving  northern  Illinois  and  southern  Wisconsin,  recently 
had  its  main  hospital  named  one  of  the  1 00  most  wired  hos¬ 
pitals  in  the  country.  But  don’t  think  that  CIO  Dennis 
L’Heureux  has  carte  blanche  when  it  comes  to  IT  spending. 
On  the  contrary,  L’Heureux  has  a  budget  to  watch. 

Recently,  L’Heureux  considered  a  self-service  benefits 
module  that  the  HR  department  was  requesting.  The  sys¬ 
tem  would  have  allowed  hospital  employees  to  manage  their 
benefits  from  their  home  computers  and  would  have  helped 
fulfill  the  Rockford  CEO’s  vision  of  using  IT  to  make  the 
company  a  better  place  to  work.  The  software  licenses,  how¬ 
ever,  would  have  cost  $40,000  a  year.  That  price  tag  was  all 
it  took  for  the  COO,  the  officer  charged  with  keeping 
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expenses  down,  to  question  why  the  hospital 
would  even  want  its  employees  accessing  the 
system  from  home.  Without  his  support,  the 
project  never  got  off  the  ground.  “There  are 
no  easy  decisions  left  anywhere,”  L’Heureux 
laments.  When  it  comes  to  cost,  “everything 
can  be  second-guessed.” 

L’Heureux’s  experience  is  common  for 
CIOs.  In  “The  State  of  the  CIO  2004”  survey, 
CIOs  said  that  the  greatest  impact  by  far  that 
their  departments  have  had  on  the  company  in 
2003  is  reducing  costs.  Meanwhile,  CIOs 
rank  controlling  IT  costs  and  increasing  busi¬ 
ness  efficiency  top  priorities.  The  numbers  are 
nearly  the  same  whether  the  CIO  reports  to 
the  CEO  or  the  CFO.  On  the  other  hand, 
among  40  CEOs  surveyed  separately,  most 
said  that  among  their  highest  priorities  for  IT 
were  enabling  a  competitive  advantage  and 
better  alignment  with  the  rest  of  the  business. 
Only  30  percent  said  that  controlling  IT  costs 
was  a  priority. 

It’s  a  decidedly  mixed  message,  one  that 
L’Heureux  says  “drives  me  nuts.  In  a  way  it 
soothes  me  to  hear  that  I  am  not  alone.” 
L’Heureux  and  other  CIOs  say  the  conflicting 
signals  originate  in  the  different  roles  that  each 
executive  plays  in  the  company.  “CEOs  are 
the  visionaries,  and  they  don’t  have  a  problem 
spending,”  says  Peter  Milla,  executive  vice 
president  and  CIO  of  market  research  com¬ 
pany  Harris  Interactive.  But  for  every 
forward-looking  CEO  there  is  a  COO  or  a 
CFO  following  behind  whose  job  is  to  get  the 
CIO  to  achieve  that  vision  for  a  little  less 
money.  Often,  it’s  the  COO’s  voice  that  is 
loudest,  says  Scott  Bess,  CIO  of  Goodwill 
Industries  of  Central  Indiana.  “There  is  a  lot  of 
pressure  from  the  operations  side  that  we  have 


to  manage  costs,”  he  says.  “All  the  CIO  is 
hearing  is,  keep  your  costs  down;  you  are 
overhead.” 

CIOs  need  to  serve  two  masters.  On  one 
hand,  they  need  to  keep  costs  low  to  please  the 
COO  and  CFO;  on  the  other,  they  must  con¬ 
tinue  investing  in  IT  projects  to  give  the  com¬ 
pany  a  competitive  advantage  to  satisfy  the 
CEO.  The  CIO  alone  must  successfully  bridge 
this  gap.  There  are  strategies  for  doing  this, 
most  of  which  boil  down  to  old-fashioned 
office  politics  and  communicating  with  exec¬ 
utive  peers. 

First,  CIOs  need  to  concentrate  on  manag¬ 
ing  their  budgets,  thus  satisfying  the  COO  and 
earning  more  slack  for  the  financial  leash.  Then 
CIOs  must  use  that  extra  leeway  to  align  IT 
with  the  business  even  if  the  business  isn’t  tak¬ 
ing  the  lead.  When  the  heads  of  the  business 
units  understand  and  experience  the  benefits 
they  get  from  IT,  they  will  become  important 
advocates  for  future  projects.  This  is  a  crucial 
step  toward  getting  projects  approved  in  a  cost- 
conscious  environment  while  at  the  same  time 
addressing  the  CEO’s  vision.  Finally,  when 
CIOs  have  face  time  with  the  CEO,  they  need  to 
be  as  candid  as  possible  about  the  trade-offs 
they  face  between  controlling  expenses  and 
pursuing  new  investments. 

It’s  a  tricky  balance,  one  that  places  as  much 
weight  on  a  CIO’s  ability  to  communicate  as 
on  his  ability  to  deliver  a  project.  But  the 
rewards  for  pulling  off  this  trick  are  great. 
When  he  first  took  his  job  as  CIO  with  Man¬ 
ufacturers  Bank,  Adrian  Danescu  reported  to 
the  CFO,  who  was  focused  on  keeping  IT 
spending  down.  After  years  spent  controlling 
costs  and  building  alignment  around  strate¬ 
gic  projects,  Danescu  was  promoted  to  exec- 
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Money  is  tight.. 


IT  budget’s  average  portion 
of  organization  revenue 
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2003  2004 


...but  the  pressure  is 
on  to  innovate. 


CEO’s  top  management 
priorities  for  IT 

I 

O—  Align  IT  and  business  goals 

Increase  business  efficiency 
through  IT-enabled  process 
improvement 

fl-  Create  competitive  advantage 
through  IT 

Improve  user  satisfaction 


is  more  important  than  any  single  project  metric. 
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WHAT'S  IN  THE  BOX? 


Everything. 


Black  Box  has  the  most  comprehensive 
product  line: 

•  Cables  &  Connectors 

•  Cabinets  &  Racks 

•  Testers  &  Tools 

•  Power  &  Surge  Protection 

•  Video  &  Multimedia 

•  Switches 

•  ServSwitch 

•  Printer  Devices 

•  Converters 

•  Line  Drivers 

•  Desktop  Telephony 

•  Modems,  CSU/DSUs,  &  Muxes 

•  Networking 

•  Custom  Solutions  and  much  more 

Black  Box  can  help  you: 

•  Design 

•  Install 

•  Maintain 

your  wired  and  wireless  network 
infrastructures. 

As  the  world's  largest  infrastructure 
provider,  Black  Box  can  design  and 
install  data  and  voice  systems  for  you- 
and  perform  MAC  work  and  ongoing 
maintenance  to  keep  your  networks 
connected, 

And  with  more  than  90,000  connectivity 
products  available,  we  can  help  you 
to  decide  what's  best  for  your  network. 

Our  FREE  24/7/365  hotline  Tech  Support 
answers  your  call  in  20  seconds  or  less, 
any  time  of  the  day! 

Everything's  in  the  Box! 


BLACK  BOX 

NETWORK  SERVICES 


*  *•*. 


Operating  in  141  countries  around  the  world,  we're  your 
one  source  for  data  and  voice  products  and  services — 
backed  by  the  industry's  best  Tech  Support.  We  design, 
install,  and  maintain  wired,  wireless,  and  hybrid  networks. 


blackbox.com  •  877-ASK-BBOX  •  For  25%  off  coupon,  click  on  the  e-card  link  at  blackbox.com! 
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There’s  no  better  wav  to  set  vour  CFO  to 


LOOSEN  THE 


no  Better  way  togetyour  u-u  to  l.vs  1  1 1  il. 

py  DC  t  CTp  j  J  than  to  prove  you’re  a  penny-pincher. 


utive  vice  president  and  now  reports  to  the 
CEO.  He’s  no  longer  questioned  about  every 
dollar.  And  when  it  comes  to  how  the  IT 
budget  should  be  spent,  he  says,  “Now,  they 
listen  tome.” 


CUT  COSTS  WHEREVER  YOU  CAN 

There’s  no  better  way  to  get  your  COO  to 
loosen  the  purse  strings  than  to  prove  you’re  a 
penny-pincher.  When  Danescu  first  joined 
Manufacturers,  he  built  credibility  with  his 
boss  by  looking  at  every  contract.  “If  they 
weren’t  good  [deals],  I  said  I  would  replace 
them,”  he  says.  He  ended  up  cutting  costs  by 
almost  40  percent.  Danescu  says  that  once  he 
showed  he  understood  the  importance  of  the 
balance  sheet,  the  CFO  started  listening  to  his 
ideas.  “You  have  to  speak  their  language  to 
have  credibility,”  he  says. 

Suzanne  Gordon,  CIO  with  software  com¬ 
pany  SAS,  says  that  in  order  to  afford  the 
strategic  projects,  she  sometimes  cuts  corners 
on  routine  investments.  Recently  she  decided 
to  delay  replacing  aging  phone  switches  in 
some  of  SAS’s  regional  offices.  “We’ll  get  by 
and  hope  they  don’t  break  for  another  year. 
We’ll  take  a  little  extra  risk  in  this  area  in  order 
to  spend  more  in  exciting  areas,”  she  says. 
One  new  opportunity  that  her  staff  is  excited 
about  is  hosting  applications  for  a  small  num¬ 
ber  of  SAS’s  clients.  The  IT  department  likes 
the  project  because  it  is  a  new  challenge;  the 
CEO  likes  it  because  it  may  turn  into  a  new 
revenue  channel. 

Goodwill  Industries’  Bess  says  that  CIOs 
need  to  deliver  routine  projects  on  time  and 
within  budget.  “The  little  things  need  to 
work,”  he  says.  “Make  sure  the  network  is 
up,  and  get  projects  done  on  time.”  This 
helps  earn  the  trust  of  the  COO  and  other 
executives,  who  then  will  worry  less  about 


costs.  Once  you  have  that  trust,  you  need  to 
work  at  keeping  it,  says  Bess,  by  resisting  the 
temptation  to  use  your  newfound  credibility 
to  do  projects  just  because  you  have  always 
wanted  to  do  them.  “We  can’t  [be]  repairing 
PCs  even  though  the  staff  likes  to  do  that,”  he 
says.  “We  outsource  that  so  that  we  can  con¬ 
centrate  on  mission-critical  apps.” 


CREATE  ALLIANCES  TO  ADVANCE 
VISIONARY  PROJECTS 

Cutting  costs  may  win  you  credibility  with 
the  COO,  but  CEOs  and  line-of-business 
executives  want  business  results.  Alignment 
of  IT  and  business  goals  is  CEOs’  top  man¬ 
agement  priority  for  IT  in  2004,  according 
to  the  survey.  So  it’s  not  surprising  that  in 


At  SAS,  an  I.T.  governance  group 
helps  CIO  Suzanne  Gordon  keep 
projects  cost-effective  and  aligned 
with  business  goals. 
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their  responses  to  the  survey,  CIOs  say  they 
spend  most  of  their  time  interacting  with 
their  company’s  CXOs  and  business  execu¬ 
tives.  In  interviews,  CIOs  advise  that  if  busi¬ 
ness  unit  heads  are  not  eager  to  work  on  an 
alignment  plan,  you  should  come  up  with 
one  yourself  that  tracks  business  goals  and 
matches  them  with  potential  IT  projects  that 
would  help  advance  them.  CIOs  can  then 
bring  these  proposals — tempered  by  budget 
realities — to  business  unit  heads. 

Gordon  uses  an  IT  governance  group 
comprising  representatives  from  SAS’s  busi¬ 
ness  and  functional  units  to  bridge  the  gap 


a  business  unit  champion  is  more  important 
than  any  metric  that  could  justify  a  project 
on  its  own. 

“We  read  a  lot  about  ROI,  but  it  is  hard 
to  prove  with  IT  projects,”  especially  vision¬ 
ary  ones  that  will  change  how  work  gets 
done,  he  says.  While  having  a  line  executive’s 
endorsement  doesn’t  guarantee  a  project  will 
get  the  go-ahead,  “  if  the  nursing  officer  says 
that  a  project  would  help  us  recruit  [more 
nurses],  that  takes  priority,”  L’Heureux  says. 
“It  is  a  complicated  political  reality.” 

A  good  relationship  with  the  business 
units  can  also  help  CIOs  keep  costs  down  on 


shortcomings,  he  says,  but  following  that 
instinct  is  just  going  to  create  more  problems 
down  the  road  when  projects  fail. 

Of  course  the  CEO  may  reiterate  his  mes¬ 
sage,  but  you’ve  planted  the  seed  for  more 
discussion.  “I  was  talking  with  my  CEO  a 
couple  of  months  ago,”  says  Bess.  “We  were 
talking  about  the  large  projects  we  have  com¬ 
ing  up  and  how  they  will  position  us.  We  also 
talked  about  the  cost  [aspects]  and  if  now  is 
the  right  time  to  do  [them].  But  his  main 
focus  was  how  will  this  position  us.” 

“I  think  my  CEO  assumes  that  I  have  an 
adequate  budget,”  says  L’Heureux.  He  adds 


Rockford  CEO  Gary  Kaatz  says  that  when  he  nATmiTl  A I 
thinks  about  IT  projects,  he  thinks  about  rUI  LIN  I IAL 

IMPACT,  NOT  C0STorevenfeasibility 


between  cost-cutting  and  strategic  needs. 
First,  the  group  provides  her  with  fair  warn¬ 
ing  of  each  business  unit’s  goals  and  gives  her 
plenty  of  time  to  research  how  IT  can  best 
contribute  to  those  goals.  Planning  ahead 
helps  to  keep  projects  cost-effective.  “Now 
we  know  as  much  as  a  year  in  advance  what 
[the  business  units]  are  thinking  about,”  she 
says.  “It  gives  us  more  time  to  work  with  ven¬ 
dors  and  find  cheap  alternatives.” 

The  endorsement  of  the  IT  governance 
group  also  generates  institutional  support 
for  IT  projects.  According  to  the  survey, 
proving  the  value  of  IT  projects  ranks 
fourth  among  CIOs’  greatest  challenges.  A 
project  seems  a  lot  more  valuable  when  the 
CIO  is  not  the  only  executive  trumpeting 
it.  L’Heureux  agrees  that  for  a  project  to 
withstand  the  cost-cutting  pressure  that  the 
COO  will  apply,  it  is  important  for  the  busi¬ 
ness  unit  that  will  benefit  to  become  the 
project’s  champion.  In  his  opinion,  having 

9  4  CIO 


business  heads’  pet  projects.  Gordon  kept 
fielding  requests  from  HR  and  other  depart¬ 
ments  for  a  system  that  tracked  employee 
performance  reviews.  But  when  the  gover¬ 
nance  group  heard  all  the  resources  the  proj¬ 
ect  required,  everyone  agreed  that  they 
should  make  do  with  the  current  system  a 
while  longer. 

BURST  THE  BOSS’S  BUBBLE 

The  most  important  person  in  the  organiza¬ 
tion  to  please  is  still  the  CEO,  of  course.  But 
CIOs  can’t  be  afraid  to  cloud  the  CEO’s 
vision  with  reality.  When  the  boss  starts  talk¬ 
ing  about  his  grand  vision  for  IT,  it  may  be 
tempting  just  to  say,  yes,  I  can  do  that.  But 
CIOs  suggest  that  it  is  best  to  be  candid  about 
what  the  IT  department  can  and  cannot  do 
given  its  budget  constraints. 

These  are  tough  conversations  to  have. 
“In  some  places,  that  can  get  you  fired,”  says 
Bess.  The  natural  instinct  is  to  try  to  hide 


that  his  CEO  understands  technology  but 
doesn’t  always  understand  that  simple¬ 
sounding  systems  can  still  cost  a  lot.  “What 
seems  to  be  an  easy  solution  is  often  very  com¬ 
plicated,”  he  says.  L’Heureux  says  that  part  of 
his  job  is  to  inform  his  CEO  about  the  tech¬ 
nology  projects  the  hospital  is  considering. 

For  his  part,  Rockford’s  CEO  Gary  Kaatz 
says  that  when  he  thinks  about  IT  projects 
he  thinks  about  the  potential  impact,  not  the 
cost  or  even  the  feasibility.  “I  look  at  what 
advances  patient  care,”  says  Kaatz.  “That 
could  mean  a  radiologist  getting  a  digital  pic¬ 
ture,  a  system  that  makes  sure  a  patient 
doesn’t  get  a  wrong  medication  or  a  smart 
IV  pump,”  Kaatz  adds.  “These  are  some  of 
the  largest  capital  investments  in  the  organ¬ 
ization.  I  need  my  CIO  to  be  honest  and  can¬ 
did”  about  whether  they  are  feasible.  QEI 


E-mail  feedback  to  Senior  Writer  Ben  Worthen  at 
bworthen@cio.com. 
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Lotus, 

Key 

MIDDLEWARE  IS  IBM  SOFTWARE.  Collaborative 

software  from  Lotus  that  creates  one  unified  platform 
between  employees,  partners,  customers  and  vendors. 
Building  off  of  existing  tools,  it’s  flexible  and  dynamic. 

It’s  software  that  can  increase  productivity  by  enabling 
on  demand  business.  On  virtually  any  kind  of  device. 
Everywhere  around  the  globe.  Everywhere  in  between. 

1.  List  of  new  leads  e-mailed  pre-takeoff. 

2.  Prototype  specs  updated  securely. 

3.  New  specs  modified  in  showroom. 

4.  Modified  specs  accessed  via  PDA. 

5.  Proposals  sent  to  new  leads  pre-deadline. 

Middleware  for  the  on  demand  world.  Learn  more  at  ibm.com/middleware/collaborate 
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DEMAND  BUSINESS 

STATE  OF  THE  CIO  2004  "  BUSINESS  RELATIONSHIPS 


THE  NO. 1  CHALLENGE: 


STEPS 

TO  SUCCESS 


The  biggest  challenge  for 
CIOs  is  business  executives’ 
unrealistic  expectations  of 
what  IT  can  do.  Here’s  how 
to  lead  business  to  a  more 
realistic  understanding  of 
IT’s  role. 


::  Actively  manage  the 
expectations  business 
executives  have  of  IT. 

::  Make  sure  business 
can  count  on  IT  to 
deliver  value. 

::  Learn  the  business 
strategy  and  commu¬ 
nicate  IT’s  role  in 
furthering  it. 
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a  true  tale 

of  the  classic  end-run:  j 

After  months  of  RFPs,  due  diligence  and  testing,  a  CIO  selects  a  solution  from  his  primary 
vendor.  Let’s  say  it’s  for  supply  chain  management  software. 

His  CEO,  meanwhile,  accepts  an  invitation  to  play  a  round  of  golf  with  the  CEO  of  a 
supply  chain  software  provider,  who  just  happens  to  be  a  competitor  of  our  CIO’s  pri¬ 
mary  vendor.  Over  1 8  holes,  a  beer  or  two  and  a  fine  cigar,  the  CIO’s  CEO  decides  that  his 
golfing  partner’s  supply  chain  offering  would  be  a  much  better  fit.  The  CEO  makes  a  new 
friend,  the  new  friend  gets  a  new  contract,  and  our  CIO  feels  like  he  just  took  a  Titleist  to 
the  head. 

Don’t  be  too  quick  to  lament  the  CEO’s  capriciousness  in  this  example,  however.  Was 
it  really  a  case  of  an  inspired  day  on  the  links  for  the  CEO — or  the  fact  that  the  CIO  in  our 
example  had  not  forged  a  strong  enough  relationship  with  his  CEO,  had  not  known  the 
CEO’s  expectations  for  this  new  system  and  had  not  communicated  why  the  system  he 
selected  was  the  best  choice?  His  inability  to  take  these  steps  made  his  boss  all  the  more  sus¬ 
ceptible  to  manipulation. 

The  CIO  in  our  example  is  not  alone.  Our  “State  of  the  CIO  2004”  survey  shows  that 
managing  CEO  and  business-side  expectations  is  a  major  challenge  for  CIOs.  In  fact, 
respondents  cited  “unrealistic  or  unknown  expectations  from  the  business”  as  the  high¬ 
est  hurdle  to  their  job  effectiveness,  trumping  inadequate  budgets,  proving  IT’s  value,  and 
alignment  between  business  goals  and  IT  efforts,  among  other  hurdles  (see  “The  Survey: 

It’s  All  About  You,”  Page  57). 

Actively  managing  business  expectations  is  crucial  to  CIO  success  because  it  leads  to  bet¬ 
ter  IT  governance,  alignment  to  business  strategy  and  more  sophisticated  project  man¬ 
agement.  Not  actively  guiding  business  expectations  of  IT  can  make  CIOs  ineffective,  and 
turn  them  into  little  more  than  order-takers  for  the  business.  Brad  Brown,  a  partner  in  the 
Business  Technology  Office  at  McKinsey  &  Co.,  says  the  expectations  gap  is  a  result  of  the 
classic  business/IT  disconnect.  “These  people  live  in  very  different  worlds,”  he  says.  “But 
enlightened  CIOs  are  quite  adept  at  bridging  the  gap,  and  putting  the  IT  world  in  the  lan¬ 
guage  of  the  business  and  in  the  control  of  the  business.” 

Managing  business  expectations  is,  of  course,  easier  said  than  done.  The  concept 
demands  a  Herculean  effort,  forcing  CIOs  to  venture  outside  their  IT  department  safety 
net  and  into  the  teeth  of  the  business  side.  Here  are  five  ways  to  bridge  the  expectations  gulf. 


1a  GET  YOUR  HOUSE 
■  IN  ORDER 

You  can’t  start  managing  business-side  expec¬ 
tations  if  business  users  don’t  expect  anything 
from  your  IT  department  to  begin  with.  “If 
your  underlying  delivery  is  not  yet  in  shape, 
you’re  not  in  a  position  to  start  leading  in  any 
way,”  says  Brown. 

Signs  of  an  IT  house  not  in  order:  blown 
project  delivery  dates,  unclear  IT  governance 
processes,  lack  of  organizational  structure, 
incompatible  technology  deployments  or  no 
IT  strategic  plan  for  supporting  the  business. 
In  other  words,  chaos.  “If  you  don’t  have  dis¬ 
cipline,  you  have  chaos.  And  chaos  is  expen¬ 
sive,”  says  Robert  Moon,  CIO  of  ViewSonic, 
a  maker  of  LCD  displays,  plasma  TVs  and 
other  display  products. 

Moon’s  mantra  for  getting  the  IT  house  in 
order  is  simple:  Simplify.  At  ViewSonic,  he 
steers  clear  of  incomplete  software  solutions, 
custom  application  formats,  incompatible 
databases,  and  complex  and  expensive  inter¬ 
faces.  Those  things  result  in  a  Tower  of  Babel 
situation,  he  says.  He  preaches  streamlined 
operations  and  a  single,  global  technology 
interface  using  one  central  system.  “There’s 
not  a  lot  of  integration  here,”  he  says.  “For 
example,  we  had  three  instances  of  Oracle 
customizations  before  I  came  to  ViewSonic.  I 
got  rid  of  it,  and  cut  staff  from  30  to  13.” 
Moon  says  that  because  of  his  centralized 
operations  he  was  able  to  meet  Sarbanes- 
Oxley  requirements  “fairly  painlessly”  and 
he  can  manage  global  rollouts  much  easier. 
He  boasts  that  all  of  that  has  helped  him  keep 
IT  costs  under  1  percent  of  gross  sales. 
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2:  SHUT  UP  AND  LISTEN 

Once  you’ve  gotten  your  IT  act  together,  then  you  must  turn  your  attention  to  the  people  using  your 
systems.  To  Jim  Burdiss,  now  is  a  crucial  time  for  expectations  management  because  the  economy 
has  shown  sparks  of  life,  and  the  IT  coffers  have  creaked  open.  “As  the  funding  starts  to  come  in 
from  loosened  budgets,  the  demand  will  go  up  because  the  businesspeople  have  been  waiting  for 
so  long,”  says  the  CIO  of  Smurfit-Stone  Container,  a  producer  of  paperboard  and  paper-based 
packaging  products.  “Now  we  have  to  go  the  extra  mile  to  manage  those  inflated  expectations. ” 

Burdiss,  who  spent  a  year  on  the  business  side  before  becoming  Smurfit-Stone ’s  CIO,  talks 
about  going  into  “listen  mode”  when  meeting  with  vice  presidents  and  general  managers  of 
Smurfit-Stone ’s  five  business  units.  He  sets  up  semiannual  reviews  with  them  in  which  he  asks 
about  the  state  of  their  individual  business  and  what  IT  can  do  to  enable  their  business  to  func¬ 
tion  better.  He  uses  these  get-togethers  to  set  expectations  about  IT’s  role.  “I’ll  say,  ‘I 
need  a  meeting  with  you  to  talk  about  what  it  is  you’re  trying  to  do,  and  how  we  can  figure  out 
collectively  how  to  get  it  done,”  he  says.  ‘“If  your  target  is  growth,  let’s  talk  about  what  IT 
can  do  to  help  your  sales  force  to  free  them  up  to  make  more  calls.’  IT  has  to  take  an  out-in- 
front  posture.” 

Ron  Ponder,  the  veteran  CIO  who’s  now  at  WellPoint  Health  Networks,  the  nation’s  second 
largest  HMO,  embeds  senior  IT  staffers  in  each  business  segment  who  operate  in  an  account  rep¬ 
resentative  mode.  “They  are  the  funnel  for  the  needs  of  that  business  unit,”  Ponder  says.  “Those 
people  live  with  that  unit,  support  that  unit,  and  bring  back  into  our  meetings  their  project 
needs,  their  business  needs.” 

Moon  says  that  although  he  is  strict  on  costly  customizations  to  his  existing  systems,  he  is 
always  willing  to  sit  down  with  anyone  and  listen  to  what  they  want.  “Other  VPs  and  directors 
know  that  I’m  approachable.  I  won’t  say  no  out-of-hand,”  he  says.  ViewSonic’s  CFO,  Jim  Mor- 
lan,  concurs.  “  [Moon]  has  developed  an  open  and  supportive  atmosphere  about  IT  throughout 
the  company,  so  other  departments  feel  comfortable  and  are  quick  to  approach  him  with  their 
needs  or  ideas,”  Morlan  says.  Because  Moon  reports  to  the  CEO  and  has  a  seat  on  the  senior 
management  team,  Moon  is  able  to  “evolve  the  global  IT  strategy  to  complement  the  corporate 
direction,”  Morlan  says.  “The  CIO  helps  develop  and  set  the  expectations  of  the  [business  exec¬ 
utives’]  departments  and  ensures  that  those  objectives  are  achievable  and  will  be  beneficial  in 
moving  the  company  toward  its  goals.” 


3:  EDUCATE THEM 

As  CIO,  you  have  to  be  part  teacher  too. 
McKinsey’s  Brown  says  the  perception  of  IT 
from  business  leaders  is,  “‘I  know  I  write  a 
big  check,  but  where  does  the  money  go  ?  ’IT 
is  still  a  bit  of  a  black  box  and  is  not  well 
understood  [by  the  business  side].” 

To  combat  that,  Ponder  says  he  describes 
to  the  business  in  writing  what  the  deliver¬ 
ables  are  on  all  IT  projects  so  there  are  “no 
misunderstandings  on  what  they’re  get¬ 
ting.”  He  heads  monthly  IT  governance 
meetings  with  all  the  business-unit  heads. 
There  he  talks  with  them  about  their  unit’s 
user  and  customer-facing  needs,  how  IT  can 
help  them  achieve  their  goals  and  reviews 
the  status  of  WellPoint’s  top  10  projects.  The 
monthly  meetings  force  any  of  those  issues 
that  could  derail  a  project  to  rise  to  the  top  so 
that  he  can  fix  them  quickly.  “Sure,  things 
are  never  perfect,”  Ponder  adds.  “But  it’s  a 
matter  of  finding  those  issues  and  resetting 
them  quickly.” 

Moon  doesn’t  stay  chained  to  his  desk. 
He  says  he  practices  “management  by  walk¬ 
ing  around,”  and  he  preaches  awareness 
about  software  salesmen  who  make  Friday 
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Your  BIGGEST  BARRIERS  to  Job  Effectiveness 


Lack  of  key  staff  and  skill 
sets,  retention 

Inadequate  budgets  and 
prioritizing 

Lack  of  time  for 
strategic  thinking 


Inadequate  budgets 
and  prioritizing 

Conflicting  business  priorities 
among  business  units 

Aligning  IT  efforts  with 
business  goals 


. 


Unrealistic  or  unknown 
expectations  from  the  business 

Inadequate  budgets 

Lack  of  time  for 
strategic  thinking 
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The  Brother  Advantage 

Comprehensive  selection 
>■  Increased  productivity 
>■  Lower  acquisition  costs 
>■  Reduced  consumable  costs 
24/7/365  support  and  service 
>•  Free  evaluation  program 


Mobile  Solutions 


Brother  Printer,  Fax  and  Multi-Function  Center8  models  — 
designed  to  increase  productivity  while  decreasing  overhead. 

Considering  that  over  94%  of  Fortune  1000  company  employees  work 
outside  corporate  headquarters*,  equipping  them  with  a  cost-effective 
solution  is,  to  say  the  least,  a  major  challenge. 

That's  why  Brother's  Commercial  Division  is  committed  to  providing 
superior  and  reliable  imaging  solutions  that  increase  productivity  while 
reducing  costs.  This  enables  businesses  like  yours  to  effectively  address  critical 
organizational  goals  and  challenges. 


Desktop  Laser  Solutions 


Network  Printer  Solutions  Fax  Solutions 


Color  Laser  Solutions 


Multi-Function  Solutions 
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But  it  is  our  product  reliability,  coupled  with  a  responsive  nationwide 
support  and  service  network,  that  has  companies  like  yours  putting  Brother  at 
the  top  of  their  requisition  lists. 

Brother's  Commercial  Division  welcomes  the  opportunity  to  put  our 
resources  to  work  for  you.  Contact  us  today  so  we  can  show  you  how  we  can 
positively  impact  your  bottom  line  while  enhancing  your  performance. 

For  more  information,  call  1-866-455-7713. 


^Purchase  Influence  in  Larger  American  Businesses  (Erdos  &  Morgan,  2001). 
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business  expectations 


NOT  ACTIVELY  GUIDING  ousinessexpec 

of  IT  can  make  CIOs  ineffective,  and  turn  them  into  fittli 
more  than  order-takers  for  the  business. 


afternoon  calls  to  his  vice  presidents  and 
managers,  promising  quick  fixes  for  sales- 
force  automation,  business  intelligence  and 
supply  chain  systems.  “These  people  prom¬ 
ise  the  ultimate  solutions  that  cost  nothing 

j  t  : 

and  integrate  with  everything,”  Moon  says. 
“We  have  a  policy  that  people  cannot  have 
a  salesperson  come  in  to  do  a  pitch  without 
IT  present.”  When  asked  if  this  is  a  written 
policy,  Moon  chafes.  “It’s  just  known.” 
Which  is  a  testament  to  the  clout  that  Moon 
has  achieved. 

I 

That  policy  came  into  play  recently  when 
ViewSonic’s  vice  president  of  sales  was 
having  trouble  keeping  track  of  which 
customers  salespeople  were  visiting  and 
of  the  growing  number  of  contacts.  The 
sales  department  was  using  a  standalone 
contact  management  system  combined 
with  an  e-mail  system  to  do  that,  and  it 
just  wasn’t  working.  Knowing  that  the 
sales  VP  was  unhappy,  Moon  took  the  ini¬ 
tiative  to  sit  down  with  him,  find  out  his 

!  a  f 

requirements  for  a  new  system,  and  find 
one  that  would  allow  the  sales  department 
to  grow  and  play  nice  with  Moon’s  systems 
already  in  place.  “The  VPs  know  what 
we’re  trying  to  achieve.  If  you  don’t  go  out 
willy-nilly,  buying  different  software  and 
have  fewer,  noncustomized  systems,  we 
can  pull  all  these  things  together  where  all 
the  systems  talk  to  each  other,”  Moon 
says.  “The  VPs  also  know  that  it’s  not 
going  to  do  any  good  to  go  around  me  [and 
go  to  the  CEO  for  approval].  He’s  just 
going  to  say,  ‘Go  see  Rob.’” 


4:  GET  ON  THE  AGENDA 

How  can  you  meet  the  needs  of  the  business  going  forward  if  you  don’t  know  where  those  exec¬ 
utives  want  to  go?  If  you’re  not  already  on  the  CEO’s  agenda,  there  are  ways  to  get  on  it — even  if 
you  don’t  feel  welcome.  That  means  attending  the  CEO’s  strategic  planning  meetings,  presenting 
quarterly  project  updates  and  talking  regularly  with  stakeholders  in  the  executive  suite  (see  “CIO 
and  CEO:  How  to  Work  with  Your  Boss,”  Page  78). 

Without  question,  though,  IT  must  be  woven  into  the  business  plan.  “We  develop  the  IT  and 
business  plan,  but  it’s  not  a  separate  thing,”  says  WellPoint’s  Ponder.  “IT  must  be  so  totally  inte¬ 
grated  that  you  can’t  peel  IT  apart  from  the  business  plan.  IT  becomes  part  of  the  fabric  of  the 
business  plan.  It’s  a  great  way  to  keep  business  expectations  known.  ” 

One  bold  way  to  force  that  kind  of  integration  is  to  do  away  with  the  IT  steering  committee,  and 
transfer  that  meeting’s  agenda  to  the  executive  staff’s  agenda.  “We  do  have  an  IT  steering  com¬ 
mittee,  but  it’s  called  the  business  planning  meetings,”  says  Moon.  “Why  should  IT  be  in  a  sepa¬ 
rate  meeting?  ”  But  what  if  you’ve  consistently  gotten  the  cold  shoulder  from  the  brass?  “If  you  have 
an  honest,  sincere  interest  in  becoming  involved  with  the  business,  people  aren’t  going  to  say  no 
to  you,”  Moon  says.  “Say  to  the  executives,  ‘I  really  want  to  be  plugged  into  the  business.  I  need 
to  be  involved  in  the  CEO  meetings.’  If  you’re  not  involved,  you  can’t  support  the  business.” 

5:  COMMUNICATE  EARLY  AND  OFTEN 

In  the  end,  managing  expectations  is  all  about  communication.  “The  mentally  exhausting  part 
of  the  job  of  the  CIO  is  the  level  of  communication  that  must  be  accomplished,”  says  Burdiss. 

“  But  it’s  the  difference  between  an  IT  shop  that  is  customer-friendly  and  one  that  is  off  doing  what 
IT  wants  to  do.” 

At  Smurfit-Stone,  communication  comes  in  various  flavors.  Burdiss  has  an  Office  of  Con¬ 
tinuous  Improvement  that  provides  information  and  guidance  to  users  on  anything  from  sys¬ 
tem  changes  and  upgrades  to  virus  alerts  and  power  outages.  For  example,  when  a  virus  hits 
Smurfit-Stone,  Burdiss  gives  updates  every  four  hours  on  the  status  of  the  system  and  when 
the  e-mail  system  will  be  up  again.  He  also  produces  an  annual  IT  report  and  sends  quarterly 
newsletters  to  all  14,000  employees.  “I  strongly  believe  that  there’s  no  such  thing  as  the  ability 
to  overcommunicate,”  Burdiss  says. 

Clearly,  how  you  manage  business  expectations  is  up  to  you.  But  it’s  critical  to  remember 
that  if  you  don’t,  you  might  lose  your  spot  at  the  executive  table — or  worse.  “I  think  it’s  incum¬ 
bent  on  CIOs  to  work  even  harder  at  managing  those  relationships,”  Ponder  says.  “We  simply 
can’t  sit  back  and  hope  that  the  situation — that  those  expectations — will  always  be  aligned. 
That  just  doesn’t  happen.” 

And  getting  back  to  our  beleaguered  CIO  whose  supply  chain  saga  opened  our  story:  He  did 
something  very  decisive  after  his  CEO  decided  to  go  ahead  with  that  other  supply  chain  solu¬ 
tion.  He  quit.  BE] 


Send  Staff  Writer  Thomas  Wailgum  your  executive  tales  at  twailgum@cio.com. 
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NOTHING. 

Your  list  of 
IT  projects 
and  priorities 
is  longer 
than  your  list 
of  available 
resources. 


EVERYTHING. 

For  over  30  years  Acxiom  has  partnered 
with  IT  departments  to  develop  customer 
data  management  solutions.  Now,  our 
new  grid-powered  Customer  Information 
Infrastructure  transforms  your  data  into 
profitable  customer  knowledge  -  without 
overwhelming  your  limited  resources. 
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What’s  Your 
Backlog  Index? 


FEELING  OVERWHELMED?  If  so,  you  certainly  have  cause.  Last  year 
at  this  time,  the  CIO  Magazine  Tech  Poll  reported  47  percent 
of  organizations  had  a  “significant”  application  backlog.  One 
year  later,  that  number  has  risen  to  62  percent. 

I  opened  a  recent  speech  using  that  rising  application  back¬ 
log  data.  I  asked  audience  members  to  raise  their  hands  if  they 
had  experienced  a  budget  cutback  in  the  previous  three  years. 
Nearly  every  hand  shot  into  the  air.  I  then  posed  a  follow-up 
question:  During  the  same  time  period,  how  many  were  asked 
to  implement  an  equivalent  cutback  in  information?  After  a 
few  chuckles,  all  hands  retreated. 

With  mobile  devices  proliferating,  with  government  regula¬ 
tions  demanding  the  creation  and  storage  of  mountains  of  data, 
with  many  companies  beginning  in  earnest  to  link  partners, 
suppliers  and  customers  in  Web  services  or  service-oriented 
architectures,  CIOs  and  their  organizations  are  drowning  in 
oceans  of  information.  And  that  was  before  Sarbanes-Oxley 
and  radio  frequency  identification  (RFID)  hit  the  scene. 

Using  2001  as  your  base  year,  how  much  information  has 
your  company  created  on  a  year  over  year  basis  from  then  until 
now?  I  know  it  is  difficult  to  guesstimate.  Some  look  to  how 
much  storage  they  had  then  and  now.  However  you  bench¬ 
mark  that,  do  the  same  exercise  for  a  more  finite  data  point:  the 
growth  of  your  IT  budget. 


Got  both  numbers?  Now  let  the  fun  begin.  Create  your  own 
“Application  Backlog  Index”  by  making  your  information 
growth  percentage  the  numerator  and  your  IT  budget  growth 
the  denominator.  Let’s  say  the  information  growth  percentage  of 
a  company  is  20  percent.  Its  tech  budget  growth  in  real  dollars 
is  5  percent.  That  company’s  Application  Backlog  Index  is  four, 
meaning  information  growth  outpaced  tech  budget  growth  by 
a  four  to  one  margin.  What  was  your  number?  The  closer  it  is 
to  one,  the  more  competitive  you  are. 

Though  I  may  not  convince  all  CIOs  to  take  this  exercise  into 
their  corporate  boardrooms  to  get  their  next  budget  approved, 
it  does  quantify  two  key  points.  Since  2001,  most  companies 
have  been  stingy  with  IT  budgets  while  at  the  same  time  creating, 
storing  and  communicating  information  as  if  the  dotcom  bub¬ 
ble  never  burst.  Tech  infrastructures,  possibly  including  yours, 
have  not  been  thoroughly  modernized  in  nearly  four  years. 
And  many  of  your  business  colleagues,  relying  on  information 
now  more  than  ever,  are  constantly  at  your  doorstep  demand¬ 
ing  new  applications.  Hence,  the  62  percent  rate  of  significant 
application  backlog. 

How  much  of  an  increase  should  you  ask  for  in  your  next 
budget? 

The  most  recent  CIO  Magazine  Tech  Poll  pegs  a  minimum 
8  percent  increase  as  the  going  rate.  If  you’re  asking  for  less  than 
that  for  your  next  budget,  maybe  you  should  present  your 
board  with  your  Application  Backlog  Index. 
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Digital  Guardian... 


Off-shore  Source  Code  Protection 


SB1386  Privacy  Directives 


GLBA 


Security  for  Citrix™  Systems 


Virus  Infection 
Mitigation 

IS017799 
Data  Redaction 


ITAR  Compliance 


Patch  Management 


Compliance  Logging  for 
Legacy  Applications 


21CFR11 


Desktop  Provisioning 


Data  Containment 


Information  Leakage  Prevention 
Sarbanes  Oxley 


Intrusion  Detection  Mitigation 


...the  Swiss  Army™  knife  for 
information  security  professionals. 


You  face  a  myriad  of  information  security  challenges.  That  doesn’t  mean  you  need 
a  myriad  of  security  and  compliance  solutions. 

“Complying  with  shifting  regulatory  directives  on  privacy  and  information  security  is  difficult  at 
best.  To  be  effective  in  today’s  environment,  security  professionals  need  a  solid  foundation  to 
build  a  defense  in  depth  security  infrastructure.  Digital  Guardian  is  the  only  choice.” 

Dr.  Dan  Geer,  Chief  Scientist,  Verdasys 


Let  us  help  you  cut  your  way  through  the  complexity  of  regulatory 
compliance.  To  learn  more,  or  to  request  copies  of  our  whitepapers 
and  solution  briefs,  email  us  at  compliance@verdasys.com,  visit 
www.verdasys.com,  or  call  781-788-8180. 
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3Com  Builds  a  Better  Network, 
So  You  Can  Build  a  Better  Business 


3Com  designs  comprehensive,  enterprise-wide  communication  solutions  that 
make  powerful  and  sophisticated  technologies  affordable  and  practical. 

Whether  used  for  anchoring  high-traffic  campus  networks  or  powering  small 
remote  offices,  our  routing,  switching,  telephony,  wireless  and  security  solutions 
deliver  world  class  high-performance  and  availability. 

With  over  25  years  of  networking  know-how  incorporated  into  each  and  every 
product,  3Com  lets  you  spend  less  time  worrying  about  your  network,  and  more 
time  growing  your  business. 

For  more  information  go  to  www.3com.com/enterprise07 
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Featuring 


3Com®  Switch  7700  Family 

Chassis  Solution  for  Campus  Networks 


High  Performance  Enterprise 
Switching: 


Build  your  campus  network  core  around 
the  3Com  Switch  7700.  Choose  the 
chassis  configuration  to  match  your 
needs.  Resilient  architecture  supports 
redundant  switch  fabrics  and  hot-swap 
modules.  Achieve  densities  of  120 
Gigabit  or  288  10/100  ports.  10  Gbps 
ready  to  help  protect  your  investment. 
An  exceptional  value  over  what  other 
vendors  will  offer.  Act  now,  trade  in 
your  old  equipment  and  receive  1 5% 
off  a  new  purchase  of  eligible  3Com 
switches.  For  more  information  go  to 
www.3com.com/tradeup 


"Most  of  the  vendors  we  evaluated 
offered  high-speed  solutions,  but  none 
featured  3Com's  practicality,  simplicity, 
and  ease  of  use. " 

Larry  Padgett 
Director  of  Network  Services 
Palm  Beach  County  School  District 
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Who  Really  Runs  IT: 

The  many  methods  of 
IT  governance. 
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By  Susan  H.  Cramm 

It’s  Never  Too  Late  for  Time 
Management:  You  can’t  be  a 
good  manager  until  you  learn 
to  manage  your  own  time. 

Reader  Q&A 


How  comfortable  do  you 
find  the  hot  seat?  E-mail 
Leadership  and  Management 
Editor  Edward  Prewitt  at 
hotseat@cio.com. 


The  Career  Path  of  the 
Complete  CIO 

The  verdict  is  in:  Business  skills  trump  technology 

BY  TED  SMALLEY  BOWEN 


Mike  Hugos  followed  a  fairly  conven¬ 
tional  route  to  the  CIO’s  office,  gaining 
experience  and  credentials  through  a 
series  of  all-IT  positions.  After  working 
as  a  programmer-analyst,  he  started  a  sys¬ 
tems  design  and  software  development 
business,  and  then  went  into  corporate 
IT,  with  a  side  trip  in  IT  consulting. 

But  when  it  came  time  to  round  out 
his  skills  in  graduate  school,  Hugos 
looked  outside  IT,  opting  instead  for  an 
MBA  with  a  concentration  in  finance.  “I 
feel  very  strongly  that  CIOs  need  to  have 
an  MBA,  not  a  master  of  computer  science 
[degree],”  says  Hugos,  CIO  of  Network 
Services,  a  multibillion-dollar  distributor 
of  basic  goods. 

“Business  is  not  about  technology;  it 
is  about  using  technology  to  make 
money.  I  find  that  most  IT  people  simply 
do  not  understand  that,”  says  Hugos. 
“They  often  look  down  on  simple  solu¬ 
tions  and  instead  engage  in  complex, 
expensive  projects  that  in  the  end  don’t 
deliver.  Business  needs  solutions,  not 
cool  technology.” 

The  argument  over  the  best  mix  of 
skills  and  experience  for  the  corporate 
CIO  is  likely  to  continue  as  long  as  the 
job  exists.  Witness  the  flood  of  responses 
to  Jerry  Gregoire’s  recent  column,  “The 
Vanishing  IT  Department”  ( www.cio . 
com/printlinks ),  in  which  he  asserted, 
“CIOs  with  no  formal  training  or  long¬ 
term  experience  in  IT  are  not  CIOs.” 

While  there’s  no  optimal  model  for  the 
job,  CIOs  and  expert  observers  generally 
agree  that  what’s  needed  is  a  combina¬ 
tion  of  IT  and  business  knowledge  and 
experience.  But  there  is  a  consensus  that 
without  business  skills  and  the  ability  to 


translate  IT  into  business  terms,  IT  heads 
are  at  a  disadvantage — no  matter  how 
good  their  technical  skills  are. 

In  “The  State  of  the  CIO  2004”  sur¬ 
vey,  70  percent  of  the  540  respondents 
said  their  primary  job  experience  leading 
to  the  CIO  spot  was  in  IT.  Consulting 


Effective  IT  execs  use  technical  depth  in 
the  service  of  business  problems,  says 
Mike  Hugos,  CIO  of  Network  Services. 

and  business  operations  were  each  cited 
as  primary  job  backgrounds  by  7  percent 
and  finance-accounting  by  5  percent. 

But  while  IT  was  the  most  common 
primary  job  experience  for  survey  respon¬ 
dents,  many  said  they  had  job  experi¬ 
ence  in  other,  non-IT  fields:  62  percent 
in  consulting,  45  percent  in  non-IT  busi¬ 
ness  operations,  34  percent  in  adminis¬ 
tration,  and  about  25  percent  in  each 
of  the  areas  of  customer  service,  engi¬ 
neering,  and  finance  or  accounting.  (For 
full  survey  results,  see  “The  Survey:  It’s 


\nww. cio.com  •  OCTOBER  1,  2004  CIO  105 


All  About  You,”  Page 
57.)  This  data  shows 
a  significant  amount 
of  non-IT  business 
experience — a  far  cry 
from  the  almost  all-IT 
CIO  track  of  past  decades. 

Tire  increase  in  CIOs  from  non-IT  back¬ 
grounds  is  “a  paradigm  shift,”  says  Ellen 
Kitzis,  Gartner  Executive  Programs’  group 
vice  president  for  the  Americas.  “Thirty  to 
forty  percent  or  more  in  our  service  [clien¬ 
tele]  don’t  have  a  traditional  IT  back¬ 
ground,  but  a  business  background.” 

At  the  same  time,  she  says,  “I  expect  a 
bit  of  a  pendulum  adjustment.  There’s 
something  about  being  a  good  technolo¬ 
gist  that’s  key  to  being  a  good  CIO.”  The 
debate  over  job  background  boils  down 
to  this,  Kitzis  says:  “What  combination 
of  training  and  experience  best  prepares  a 
CIO  to  put  IT  to  productive  use?” 

It’s  the  Business,  Stupid 

A  typical  summary  of  CIO  job  require¬ 
ments  includes  an  in-depth  under¬ 
standing  of  IT,  some  serious  business 
experience  and  the  ability  to  explain  tech¬ 
nology  in  business  terms.  “A  CIO  first  has 
to  be  a  businessperson  who  understands 
the  mission  of  the  business,  can  suggest 
automation  solutions  that  support  that 
business,  and  can  also  provide  C-suite 
advice  with  respect  to  the  possibilities 
and  limitations  of  technology,”  says  John 
Wade,  vice  president  and  CIO  of  Saint 
Luke’s  Health  System.  Wade’s  CV  is  high¬ 
lighted  by  IT  experience  in  the  manufac¬ 
turing  and  health-care  sectors,  and  a  stint 
in  IT  consulting. 

An  increasing  number  of  organizations 
are  looking  to  CIOs  to  help  determine 
their  overall  strategic  direction,  accord¬ 
ing  to  Mark  McDonald,  group  vice  pres¬ 
ident  and  head  of  research  for  Gartner 
Executive  Programs. 

Citing  Gartner  data,  McDonald  thinks 
that  many  CIOs  see  their  roles  as  mov¬ 
ing  beyond  providing  basic  IT  services  to 


managing  business  processes  that  affect 
bottom-line  performance,  innovation  and 
delivering  business  services. 

The  tech-MBA  and  other  hybrids  are 
standard  academic  fare,  and  few  straight 
MBA  programs  ignore  the  business  uses 
of  IT,  so  there’s  no  lack  of  executive  tim¬ 
ber  with  roots  in  both  worlds.  And  exec¬ 
utive  training  courses  can  fill  in  gaps  for 
both  business  and  IT  specialists. 

But  at  the  CIO  level,  a  diploma  isn’t 
enough;  you  need  a  track  record,  says 


Rich  Brennen,  global  leader  for  the  CIO 
practice  at  executive  search  firm  Spencer 
Stuart  Management  Consultants. 

“I  don’t  think  I  would  [equate]  the 
word  ‘MBA’  with  business  skills,”  Bren¬ 
nen  says.  “An  increasing  portion  of  top 
CIOs  have  MBAs,  but  school  isn’t  the 
same  as  business  experience.” 

How  to  Gain  the  Skills  You  Lack 

CIOs  who  come  up  through  the  IT  ranks 
typically  gain  business  experience  by 
managing  operations  or  development, 
serving  as  CIO  of  a  business  unit,  or  act¬ 
ing  as  a  liaison  between  business  and  IT 
groups,  according  to  Peter  Weill,  director 
of  the  MIT  Sloan  School’s  Center  for 
Information  Systems  Research. 

To  round  out  their  portfolios,  these  IT- 


minded  CIOs  often  need  training  in 
finance — from  the  basics  of  budgeting  to 
the  vagaries  of  option  pricing,  and  merg¬ 
ers  and  acquisitions.  They  also  usually 
benefit  from  a  better  grasp  of  career 
development — their  own  and  their  staff’s. 

On  the  flip  side,  executives  lacking  seri¬ 
ous  IT  experience  are  moving  into  CIO 
positions.  “We’re  seeing  more  people  who 
have  a  line-of-business  background  assum¬ 
ing  the  role  of  CIO.  It’s  more  of  a  COO 
type,  a  nontechnical  person  who  has  come 


to  be  CIO  through  running  a  line  of  busi¬ 
ness  that’s  had  a  lot  of  technology  in  it,” 
Weill  says.  “A  number  of  organizations 
are  [putting]  the  CIO  position  on  the  exec¬ 
utive  development  path.” 

This  approach  gives  promising  busi¬ 
ness  managers  the  option  of  aiming  for 
CIO  and  makes  IT  a  core  component  of 
learning  the  overall  business,  rather  than 
an  isolated  specialty.  As  a  result,  notes 
Weill,  there  are  now  many  more  paths  to 
and  from  the  position  of  CIO. 

Some  CIOs  have  hit  upon  unique 
training  arrangements.  In  addition  to  the 
several  technology  and  management 
courses  she  tries  to  enroll  in  each  year, 
Coco  Kagan,  CIO  and  senior  vice  presi¬ 
dent  at  Sunrise  Senior  Living,  has 
arranged  some  one-on-one  consulting.  “I 


DELEGATION 


Is  CIO  a  One-Person  Job? 


Like  the  “ideal  candidate"  section  of 
any  high-end  want  ad,  the  full  range  of 
education,  skills  and  experience  sought 
in  corporate  CIOs  is  daunting.  As  both 
business  and  technical  demands 
increase,  the  question  is  whether  it’s 
too  much  for  one  person. 

“It’s  a  case  of  looking  for  that  super- 
star  who  can  do  both.  It’s  the  equivalent 
of  looking  for  a  CFO  who  knows  the 
business,”  says  Mark  Polansky,  North 


American  sector  leader  for  the  IT 
officers  practice  at  executive  search 
firm  Korn/Ferry  International. 

At  the  same  time,  any  senior  executive 
needs  strong  lieutenants.  "A  lot  of  CIOs 
have  a  chief  of  staff  who’s  able  to  handle 
some  of  the  daily  operations,"  says 
George  Westerman,  a  research  scientist 
at  the  MIT  Sloan  School’s  Center  for 
Information  Systems  Research. 

-T.S.B. 
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Project  Management  Leadership  Group 

www.pmlg.com  •  1.888.252.0808 

Achieve  Strategic  Vision  Through  Portfolio  Success™ 


Project 

Management 

Institute 


Disciplined  execution.  The  key  to  strategic  success.  Getting  there  is  the  challenge.  We  help 
organizations  rapidly  move  to  a  culture  of  disciplined  execution  through  our  innovative  immersion 
leadership  training  programs  and  on-site  support.  Focusing  on  practical  and  proven  leadership  and 
program  management  techniques,  not  theory,  our  6  Day  and  4  Day  Boot  Camp  programs  provide 
leaders  with  the  experiences,  tools,  techniques,  skills,  knowledge  and  discipline  to  execute 
successfully.  Your  return  on  investment  is  immediate. 

Achieve  information  technology  success  today  by  rapidly  maturing  the  leadership  and  program 
management  skills  of  your  professionals.  Let  PMLG  help  you  implement  an  infrastructure  that 
delivers  your  vision. 


•  Project  Office  Implementations  •  Project  Office  Maturity  Assessments  •  Certification  Boot  Camps  •  PM  Maturity  Assessments  •  Portfolio  Management  Implementation 
•  Microsoft  Project  Server  Implementation  •  On-Site  Coaching  81  Mentoring  Support  •  PMP®  Preparation  Courses  •  Niku  Implementation  and  Training 

PML22  PMP  is  a  registered  trademark  ot  the  Project  Management  Institute.  PMM  ts  a  registered  trademark  of  Project  Management  Leadership  Group 
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convinced  the  execu¬ 
tive  team  that  I  need 
an  adviser,  and  I  hired 
my  old  CIO,  who  had 
retired.  It’s  an  ongoing 
mentoring  relation¬ 
ship,”  says  Kagan,  who  started  out  on 
the  operations  side  of  the  hospitality  busi¬ 
ness  and  moved  over  to  IT. 

Bob  Wittstein,  vice  president  for  IT  and 
CIO  at  Sappi  Fine  Paper  North  America, 
has  a  mechanical  engineering  degree  and 
a  professional  background  in  manufac¬ 
turing  technology,  supply  chain  and  IT 
project  management.  His  continuing-ed 
curriculum  has  been  composed  of  general 
management  courses,  but  he  plans  to 
enroll  in  finance  courses  in  the  future. 

“It’s  a  matter  of  getting  the  financial 
expertise  to  be  able  to  look  at  a  balance 
sheet  to  understand  what  the  trends  are 
telling  you  and  where  to  go  looking  for¬ 
ward,  and  take  it  that  next  step  to  apply  it 
to  the  decision-making  process,”  he  says. 

Macroeconomics  can  predispose  the 
CIO’s  employer  to  look  for  certain  skills. 
“During  the  downturn,  there  was  obvi¬ 
ously  a  premium  on  those  IT  leaders  who 
were  adept  at  cost  avoidance,”  says  Mark 
Polansky,  North  American-sector  leader 
for  the  IT  officers  practice  at  recruiting 
firm  Korn/Ferry  International. 

But  CIOs  are  expected  to  be  able  to 
handle  both  lean  and  fat  years,  plan  long¬ 
term  IT  strategy  and  contribute  to  the 
organization’s  overall  direction. 

CIOs  can  also  benefit  from  time 
behind  the  lectern.  “An  excellent  way  for 
CIOs  to  learn,  acquire  a  balanced  per¬ 
spective  and  sharpen  presentation  skills 
is  to  teach,”  says  Jim  Nanton,  CIO  of  Sara 
Lee  Branded  Apparel,  who  has  been  a 
guest  lecturer  at  Wake  Forest  University. 
Nanton’s  work  experience  includes  a 
decade  in  financial  services  IT  and  divi¬ 
sional  CIO  positions. 

The  “I”  in  CIO 

There  are  pitfalls  in  emphasizing  business 


MANAGEMENT  REPORTS 

Who  Really  Runs  IT? 


The  many  methods 
of  IT  governance 

The  governance  of  IT  is  the  ultimate 
measure  of  a  CIO’s  influence.  Who 
makes  the  decisions  about  IT  spend¬ 
ing?  And  who  makes  the  rules  about 
the  decisions?  In  “The  State  of  the  CIO 
2004”  survey,  99  percent  of  the  544 
heads  of  IT  who  responded  said  that  IT 
spending  is  centrally  controlled  by  the 
IT  organization.  So  far,  so  good. 
However,  56  percent  of  the  same 
IT  chiefs  also  said  that  spending 
is  jointly  managed  by  IT  and 
business  units  or  functions; 

6  percent  went  on  to  say  busi¬ 
ness  units  or  functions  handle  IT 
spending  decisions  themselves. 

These  seemingly  contradic¬ 
tory  states  of  governance  are 
able  to  coexist  because  many 
companies  employ  multiple 
methods  of  IT  governance.  That’s  a 
good  thing,  according  to  the  Center  for 
Information  Systems  Research  (CISR) 
at  MIT’s  Sloan  School  of  Management. 
In  its  own  survey  of  256  enterprises  in 
23  countries  (released  in  2003),  CISR 
found  that  decisions  are  made  in 
different  ways  for  different  types  of 
IT  spending.  When  deciding  on  IT 
architecture  and  IT  infrastructure, 
an  “IT  monarchy”  most  often  made 
the  call.  A  minority  of  organizations 
surveyed  used  a  “duopoly”  approach 
for  IT  architecture  and  IT  infrastruc¬ 
ture  decisions,  defined  as  IT  execu¬ 
tives  working  jointly  with  one  other 
group  such  as  business  unit  leaders. 

For  more  business-oriented  IT 
decisions  (such  as  the  setting  of 
strategic  IT  principles,  IT  investment 
priorities  and  business  application 
needs),  CISR  found  that  the  business 


side,  not  surprisingly,  played  a  bigger 
role.  But  the  nature  of  the  business 
involvement  varied  greatly. 

For  high-level  decisions  on  the 
strategic  role  of  IT,  one-third  of 
the  organizations  surveyed  used 
a  duopoly  approach.  One-fourth 
delegated  decision-making  authority 
completely  to  business  executives— 
a  business  monarchy,  in  CISR’s 


terminology.  IT  investment  priorities 
were  made  in  three  equally  prevalent 
ways:  by  business  monarchies,  by 
duopolies  and  with  a  federal  model— 
that  is,  CXOs  (often  including  the 
CIO)  negotiating  with  business  units. 
Finally,  decisions  on  business  appli¬ 
cations  tended  to  be  made  by  federal 
groups  and  duopolies. 

Business  influence  over  IT 
governance  appears  to  be  growing. 
Another  study  on  governance  issues 
was  conducted  by  the  Cutter  Consor¬ 
tium  consultancy,  of  252  companies 
in  2003  and  2004.  When  asked 
whether  business  units’  control  over 
their  IT  applications  had  changed  in 
the  past  three  years,  43  percent  said 
business  units  had  more  control. 

Only  14  percent  said  business  units 
had  less  control. 

-Edward  Prewitt 
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ILLUSTRATION  BY  FRANKLIN  HAMMOND 


There  is  no  one, 
single  solution 
to  security. 


But  there  is  one 
source  for  ongoing 
security  guidance. 


Go  to  the  Security  Guidance  Center  at  microsoft.com/security/IT 
to  see  the  newest  additions,  including: 


Microsoft"  Windows'1  XP  Service  Pack  2  Download  and  evaluate  the  latest  updates  for 
increased  system  control  and  proactive  protection  against  security  threats. 


Free  Online  Self  Assessment  Complete  this  free,  Web-based  self  assessment  to  help 
you  evaluate  your  organization's  security  practices,  and  indentify  areas  for  improvement. 


Free  Updates  and  E-mail  Alerts  Stay  on  top  of  the  latest  security  issues  quickly  and 
easily  by  signing  up  for  free  Microsoft  Security  Communications. 


Free  Security  Tools  React  more  effectively  to  potential  security  threats.  Take  advantage  of 

free  tools  and  technologies  like  the  Microsoft  Baseline  Security  Analyzer  and  Software  Update  Services. 


Visit  the  Security  Guidance  Center  regularly  for  the  latest  security  developments.  It's  continually  updated 
so  you  can  find  the  tools  and  training  you  need  to  help  better  protect  your  company,  all  at  one  centralized 
resource.  For  proactive  protection  and  ongoing  guidance,  visit  microsoft.com/security/IT  today. 


Microsoft 


O  2004  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Windows  are  either  registered  trademarks  or  trademarks  of 
Microsoft  Corporation  in  the  United  States  and/or  other  countries. 


skills  at  the  expense  of 
core  IT,  cautions  Gart¬ 
ner’s  Kitzis. 

For  example:  “If 
you  don’t  have  deep 
core  competencies  in 
technical  skills  or  the  ability  to  under¬ 
stand  which  of  the  current  competencies 
you  need,  there  may  be  a  tendency  to 
devalue  those  [IT]  skills  and  make  the 
decision  to  outsource  way  too  quickly,” 
she  says. 

But  when  CIOs  have  the  proper 
grounding  in  both  technology  and  busi¬ 
ness,  Kitzis  says,  “There  is  an  opportu¬ 
nity  for  IT  not  just  to  enable  or  contribute 


Hot 

Seat 


“Business  and 
political  savvy  are  as 
important  as— if  not 
more  than— technical 
savvy.  If  you  don’t 
know  how  to  deal 
in  that  environment, 
you’re  dead.” 

-Richard  Eshbach,  CIO  and 
director  of  IS,  Mountain 
States  Health  Alliance 


to  business  success,  but  to  present  IT  ini¬ 
tiatives  that  actually  drive  the  business.” 

And  pulling  that  off  requires  a  com¬ 
mand  of  both  technology  and  the  complex 
social  interactions  of  business.  “Business 
and  political  savvy  are  as  important 
[as] — if  not  more  than — technical  savvy,” 
says  Richard  Eshbach,  CIO  and  director 
of  information  services  for  Mountain 
States  Health  Alliance.  “If  you  don’t 
know  how  to  deal  in  that  environment, 
you’re  dead.”  E0 


Ted  Smalley  Bowen  ( tbowen@trnmag.com )  is  a 
Boston-based  freelance  writer  covering  technology 
and  general  interest  topics. 


Leadership  Agenda  by  susan  h.cramm 

It’s  Never  Too 
Late  for  Time 
Management 

You  can’t  be  a  good  manager  until  you  learn  to  manage 
your  own  time 

Leadership  jobs  should  come  with  a  warning  label: 
“Beware  of  meaningless  tasks  masquerading  as  funda¬ 
mental  job  duties.”  As  a  case  in  point,  meet  Sam.  By 
looking  at  him,  you  wouldn’t  guess  that  he  is  being 
managed  by  his  job.  He's  bright,  aggressive  and  results- 
oriented,  with  a  track  record  of  success.  As  a  reward  for 
his  accomplishments,  he’s  recently  been  given  a  role 
that  is  10  times  bigger  in  scale  compared  to  his  previous  responsibilities. 

He  arrives  at  the  office  at  7:00  a.m.  and  leaves  at  8:00  p.m.  His  desk  is  a 
mess,  his  e-mails  aren't  answered  in  a  timely  fashion,  and  his  calendar  is 
booked  solid.  His  wife  and  children  miss  him,  and  his  boss  wants  a  strategy. 

Sam's  a  busy  guy.  Unfortunately,  he’s  too  busy  doing  the  wrong  things  to 
think  much  about  the  right  things.  Many  of  you  are  in  the  same  untenable 
position  as  Sam— working  too  many  hours  and  lacking  the  time  to  find  a 
better  way.  Psychologists  say  that  some  people  are  chronic  time  abusers 
because  of  deep-seated  needs  for  control,  approval  or  a  fear  of  being  evalu¬ 
ated.  For  others,  the  underlying  psychological  motive  confounding  good 
time  management  is  tied  to  an  uncertainty  of  trusting— and  acting  on— 
one’s  own  judgments. 

While  we  all  have  our  own  personal  neuroses,  it’s  my  experience  that  most 
people  don’t  actively  manage  the  content  of  their  jobs;  they  have  been  lulled 
into  the  illusion  of  busyness  by  the  steady  drumbeat  of  e-mails,  meetings, 
reports,  presentations  and  telephone  calls  that  constitute  corporate  life. 

To  gain  control  over  your  professional  (and  personal)  life,  you  have  to  gain 
control  over  your  calendar.  You  must  eliminate  the  meaningless  distractions 
and  focus  your  efforts  where  they  count.  Much  like  gaining  control  over  your 
finances,  managing  your  time  requires  understanding  where  your  time  is 
going,  outlining  your  priorities,  defining  a  time  budget  and  plan,  changing 
behavior  and  monitoring  the  results. 

WHERE  DOES  THE  TIME  GO?  Analyze  your  calendar  over  the  past  four  to 
eight  weeks  and  figure  out  where  you  spent  your  time.  Sam,  for  instance,  was 
spending  10  hours  per  week  on  managing  two  large  projects,  10  hours  dis¬ 
cussing  minor  projects,  and  another  10  hours  responding  to  e-mails  and  open- 
door  “drop-by”  visits. 

KNOW  THYSELF.  Identify  how  you  want  to  allocate  your  time  by  answering 
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You’ve  developed  a  lifetime  of  knowledge  about  the  high-tech  industry.  You’re  committed  to  delivering 
superior  products  and  services  to  your  customers.  Shouldn't  you  expect  the  same  level  of  quality  and 
expertise  from  your  business  insurance  provider?  At  OneBeacon,  our  risk  control  specialists’  in-depth 
knowledge  of  technology  can  help  you  avoid  losses,  and  our  claims  consultants  will  get  you  back  on  your 
feet  if  you  do  have  one.  Plus,  our  local,  highly  professional  independent  agents  will  be  your  resource  and 
your  advocate,  whether  you  have  a  problem,  a  policy  change  or  just  a  question.  So,  talk  to  someone  who 
knows  your  business  almost  as  well  as  you  do. 


There  Before  You 


Need  Us. 


OneBeacon 

INSURANCE 

www.onebeacon.com 


the  following  ques¬ 
tions:  When  and  how 
much  do  I  want  to 
work?  What  do  I 
want  to  achieve  in 
my  job?  What 
activities  are  essential  to  my  success? 
What  activities  do  I  disdain?  These 
questions  may  sound  pretty  basic, 
but  answering  them  requires  a  good 
understanding  of  your  job,  a  long-term 
plan  to  drive  your  tactical  objectives, 
and  the  self-awareness  to  know  which 
responsibilities  you  should  keep  and 
which  you  should  delegate. 

DO  THE  MATH.  Define  a  time  budget 
by  translating  your  goals  into  daily  and 
weekly  time  budgets.  Compare  your 
budget  to  your  calendar  analysis  to 
determine  the  “gap”  you  need  to  close. 
For  example,  Sam  needs  to  reduce  his 
overall  workweek  by  seven-and-a-half 
hours,  while  finding  an  additional  four 
hours  to  meet  with  peers  and  eight 
hours  for  planning. 

MAKE  IT  SO.  Outline  a  plan  to  close 
the  gap  between  the  current  and  target 
time  allocations.  Sam  was  able  to 
close  his  almost  20-hour  gap  by: 

►  Reducing  his  involvement  on  the 
major  initiatives  through  appropri¬ 
ate  delegation 

►  Consolidating  minor  project  discus¬ 
sions  into  the  existing  weekly 
one-on-one  meetings  with  his 
direct  reports 

►  Reducing  drop-by  visits  by  intro¬ 
ducing  brown  bag  lunches,  thereby 
ensuring  he  was  available  to  people 
on  his  schedule— not  theirs 

►  Delegating  the  majority  of  e-mail 
to  his  assistant  and  coaching  his 
staff  to  modify  their  e-mail  usage 

START  A  SUPPORT  GROUP.  Imple¬ 
ment  and  monitor  the  calendar 
changes  by  getting  others  involved 
with  your  plan.  Your  assistant  and 
direct  reports  are  essential  partici¬ 
pants,  because  your  plan  will  require 


that  they  take  on  tasks  you  can  no 
longer  afford  to  perform.  Ensure  that 
they  understand  their  responsibilities, 
your  expectations  and  the  best  way  to 
help  you. 

Many  people  have  difficulty  manag¬ 
ing  through  this  process  on  their  own, 
so  they  find  a  trusted  adviser  to  help 
them  understand  the  implications  of 
calendar  analysis,  challenge  their 
thinking  on  high-  and  low-value  activi¬ 
ties,  and  hold  them  accountable  for 
behavior  changes.  Sam  and  others 
who  have  been  through  this  process 
have  slowed  the  drumbeats,  learned 
new  skills  and  created  their  own 
management  rhythm. 

Reader  Q&A 

Susan  H.  Cramm  answers  ques¬ 
tions  on  “It’s  Never  Too  Late  for 
Time  Management” 

Q:  My  problem  areas  are  two  that  you 
say  people  should  focus  their  time  on: 
Informal  influence,  which  to  me  is 
“management  by  walking  around,” 
and  monitoring  (my  staff,  IT  dashboards, 
IT  spending,  project  milestones.. .the 
list  goes  on)  take  a  huge  amount  of 
time  and  leave  me  little  time  for  other 
things.  Yet,  these  two  things  are 
absolutely  essential  to  my  job. 

A:  I  have  one  observation  and  one 
recommendation.  The  observation: 

You  are  doing  too  much  and  must  do 
less.  Chart  your  activities  on  a  scale  of 
important  versus  urgent.  Eliminate  the 
unimportant  and  delegate  the  urgent 
so  that  you  can  spend  your  time  on  the 
important.  Then,  spend  a  week  exam¬ 
ining  urgent  or  important  activities  you 
are  involved  with  that  do  not  require 
your  unique  skills  and  delegate  them 
as  well. 

The  recommendation:  Understand 
where  Pareto  lives  in  your  organiza¬ 
tion.  Identify  the  20  percent  of  proj¬ 


ects,  departments,  direct  reports  or 
processes  that  constitute  the  most 
risk,  deliver  the  most  value  and  con¬ 
sume  the  most  money.  Spend  your 
time  proportionately  on  these. 

Q:  Far  from  meaningless  distractions, 
“the  steady  drumbeat  of  e-mails, 
meetings,  reports,  presentations  and 
telephone  calls”  is  corporate  life.  That 
is,  these  forms  of  communication  are 
how  corporate  decisions  get  made.  I 
suggest  that  the  only  way  to  make 
these  things  manageable  is  an  organi¬ 
zationwide  agreement  on  how  commu¬ 
nication  is  done.  Courses  on  e-mail 
etiquette,  time  limits  on  meetings,  a 
ban  on  PowerPoint— these  kinds  of 
things  can  be  very  effective.  Without 
everyone  working  together  to  reduce 
the  time  wasted  on  busywork,  an 
individual  will  inevitably  get  swamped. 
A:  These  drumbeats  may  constitute 
corporate  life,  but  they  are  merely  the 
means  to  the  end.  If  you  don’t  have 
time  to  think  and  plan,  you  can  con¬ 
vince  yourself  that  attending  to  these 
activities  constitutes  a  good  day’s 
work.  Good  leaders  set  the  tempo  of 
their  organizations  by  anticipating  the 
future,  managing  up  and  out,  imple¬ 
menting  effective  processes,  delegat¬ 
ing  appropriately  and,  to  your  point, 
establishing  codes  of  conduct  (includ¬ 
ing  communication  etiquette). 

Also,  many  leaders  work  in  organi¬ 
zations  that  require  large  amounts  of 
what  is  called  “system-imposed  time.” 
They  may  not  be  able  to  exert  the 
influence  necessary  to  effect  the  type 
of  changes  you  recommend.  BEJ 


For  more  reader  questions  and  answers  from 
Susan  H.  Cramm,  go  online  to  www.cio.com/ 
leadership/ agenda. html.  Cramm  is  founder  and 
president  of  Valuedance  ( www.valuedance.com ), 
an  executive  coaching  firm  in  San  Clemente, 
Calif.  You  can  send  reader  feedback  by  e-mail  to 
susan@valuedance.com. 
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nTTTFn  ^'ve  °f  Wall  Street’s  most  prestigious  financial  institutions  knew  exactly  what  they  wanted  from  an  enterprise 
solution.  More  productivity,  to  keep  up  with  an  ever-changing  global  market.  And  real-time  flexibility,  to  go 
from  32-  to  64-bit  applications  without  disrupting  their  business.  They  found  both  in  the  AMD  Opteron™ 
I  I  processor  with  Direct  Connect  Architecture.  It  powers  the  world’s  highest  performing  x86  2-way  and 

4-way  servers.  And  it  helps  speed  up  millions  of  financial  transactions  every  day  in  trading  stations  and  server  farms. 
At  AMD,  we  believe  it’s  critical  that  technology  should  migrate  on  your  terms  to  help  you  realize  your  unique  vision. 
It’s  one  of  the  reasons  why  HP,  IBM  and  Sun  offer  enterprise-class  solutions  powered  by  AMD  Opteron  processors. 
Would  you  like  to  learn  just  how  much  of  a  difference  they  can  make  to  your  company?  Go  to  amd.com/enterprise 
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Coming  just  a  week  after  the  2004  presidential  election, 
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SPECIAL  REPORT:  “The  State  of  the  CIO  2004” 

The  Survey:  It's  All  About  You  By  Edward  Prewitt,  with  Lorraine  Cosgrove  Ware  I  57 
JUDGING  BY  THE  NUMBERS,  CIOs  are  still  feeling  the  effects  of  2003’s  tight  budgets.  IT’s 
“recovery”  seems  to  be  lagging  behind  the  general  economic  rebound.  The  average  salary  for  CIOs 
dropped  3  percent  from  last  year.  Average  headcount  in  IT  departments  was  down  from  98  to  89, 
and  IT  budgets  as  a  percent  of  overall  revenue  slipped  to  5.6  percent  (from  6.3  percent  last  year).  Only 
about  half  of  the  CIOs  surveyed  said  they  will  increase  their  staffs  in  the  next  12  months.  Unrealistic 
or  unknown  expectations  from  the  business,  inadequate  budgets,  and  a  lack  of  time  for  strategic  think¬ 
ing  and  planning  are  the  greatest  barriers  to  CIO  effectiveness.  To  succeed  in  this  pressure-packed  envi¬ 
ronment,  CIOs  identified  several  IT  best  practices,  including  forming  healthy  relationships  with  other 
CXOs,  joining  the  executive  team  and  aligning  IT  objectives  with  the  CEO’s  objectives. 


CIO  and  CEO:  How  to  Work  with  Your  Boss  By  Meridith  Levinson  I  78 

THERE’S  A  DISCONNECT  BETWEEN  how  CIOs  view  themselves  and  their  impact  on  the 
business  and  how  their  bosses  see  them.  While  “The  State  of  the  CIO  2004”  survey  data  shows  that 
most  CIOs  think  of  themselves  as  full  partners  in  the  business  and  consider  their  role  to  be  a  strategic 
one,  many  of  their  actions  tend  to  be  more  tactical,  and  this  fuels  the  perception  among  CEOs  that 
the  IT  chief  and  his  domain  are  indeed  more  supportive  than  strategic  or  innovative.  CIOs  can  fight 
this  perception  (and  better  align  their  self-image  with  the  reality  in  the  executive  suite)  by  making 
sure  that  those  tactical  priorities  are  well  managed,  and  then  devising  creative  ways  to  use  technology 
to  leapfrog  the  competition  and  expand  the  business.  It’s  also  essential  for  CIOs  to  promote  their 
agendas  to  the  executive  committee  and  the  board. 


Cost-Cutting  Versus  Innovation: 

Reconcilable  Differences  ByBenWorthen  I  88 

AFTER  BEING  HECTORED  AND  PUMMELED  to  cut  costs  the  past  three  years,  CIOs  have 
fully  internalized  this  goal  as  a  top  priority  and  the  leading  contribution  that  IT  will  make  to  the 
business.  But  now  CEOs  tell  us  in  “The  State  of  the  CIO  2004”  survey  that  they  want  IT  to  provide 
them  with  a  competitive  advantage  while  achieving  better  alignment  with  the  rest  of  the  business. 
Only  30  percent  of  the  CEOs  surveyed  said  that  controlling  IT  costs  was  what  they  were  looking  for. 
Clearly,  this  is  a  mixed  message,  and  it’s  driving  CIOs  nuts.  Today,  more  than  ever  before,  CIOs  need 
to  serve  two  masters.  On  one  hand,  they  need  to  keep  costs  down  to  please  the  COO  and  CFO;  on 
the  other,  they  need  to  keep  investing  in  IT  projects  that  will  give  the  company  a  competitive  advan¬ 
tage  and  satisfy  the  CEO.  It’s  up  to  the  CIO  to  bridge  this  gap  by  creating  alliances  with  business 
peers  championing  visionary  projects,  shifting  costs  from  overhead  to  innovation,  and  tempering 
their  CEO’s  expectations  with  a  dose  of  reality. 


The  No.  1  Challenge:  Managing  Expectations  By  Thomas  Wailgum  I  96 

IN  41THE  STATE  OF  THE  CIO  2004”  SURVEY,  CIOs  identified  “unrealistic  or  unknown 
expectations  from  the  business”  as  the  greatest  challenge  to  their  ability  to  do  their  jobs  effectively. 
Proactively  managing  expectations  is  critical  to  CIO  success  because  it  leads  to  better  IT  governance, 
better  alignment  with  business  strategy  and  better  project  management.  CIOs  have  found  that  they 
have  more  success  managing  expectations  when  they  get  their  own  IT  house  in  order  first,  pay  close 
attention  when  business  managers  discuss  their  goals  and  needs,  educate  business  execs  about  the  costs 
of  IT  and  the  siren  song  of  vendor  sales  pitches,  and  get  IT  on  the  CEO’s  strategy-setting  agenda. 


What  Really  Matters: 

Staying  in  the  Game 

By  Stephanie  Overby  I  68 
ACCORDING  TO  “The  State  of  the  CIO 
2004”  survey,  this  is  not  a  great  time  to  be  a 
CIO.  The  increased  intensity  of  government 
regulation  and  the  oversight  that  comes  with 
it,  the  unabating  emphasis  on  cost-cutting, 
the  threat  of  outsourcing — all  require  that 
CIOs  be  innovative,  yet  at  the  same  time  be 
risk-averse.  They  have  to  find  ways  to  meet 
conflicting  expectations  and  bridge  execu¬ 
tive  disconnects.  And  they  must  continue  to 
justify  their  role  and  department  by  demon¬ 
strating  the  strategic  value  of  their  efforts 
while  under  the  most  intense  executive 
scrutiny  ever.  For  most  CIOs,  the  key  to 
success  in  this  somewhat  harsh  environment 
is  maintaining  a  seat  at  the  executive  table. 
Successful  CIOs  are  doing  this  by  making 
the  most  of  their  reporting  relationships, 
aligning  themselves  with  key  players  in  the 
business,  creating  a  strategic  plan  for  IT 
and  providing  real  returns  for  the  business. 


“Part  of  success  as  a  CIO 
is  facing  up  to  the  reality 
you’re  in.  You  can  spend 
a  lot  of  time  whining  about 
it.  Or  you  can  deal  with  it 
and  move  ahead.” 

-KEN  MEIDELL,  CIO.  CASCADE  DESIGNS 
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Value  for  your  business.  Expertise  to  deliver  what  you  need.  Proof  that  your  vendor  understands 
your  complex  IT  environment. You  need  it.  Quest  Software  delivers  it.  Quest  simplifies,  automates, 
and  secures  the  application  and  infrastructure  management  of  more  than  18,000  companies 
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By  providing  the  solutions  that  simplify  your  IT  environment,  Quest  helps  you  focus  on 
the  issues  that  matter  most  to  you.  Revenue  and  profit.  Shareholder  value  and  R0I. 

Security  and  compliance.  Long-term  business  strategy. 


No  wonder  Quest  was  awarded  Microsoft's 
2004  Global  ISV  Partner  of  the  Year. 
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